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DEPARTMENT  OF  THE  TREASURY 
Internal  Revenue  Service 
26  CFR  Part  150 
[T.D.  7690] 

Temporary  Excise  Tax  Regulations 
Under  the  Crude  Oil  Windfall  Profit  Tax 
Act  of  1980;  Crude  Oil  Windfall  Profit 
Tax 

agency:  Internal  Revenue  Service, 
Treasury. 

action:  Temporary  regulations. 

summary:  This  document  provides 
temporary  excise  tax  regulations 
relating  to  the  windfall  profit  tax  on 
domestic  crude  oil  imposed  by  title  I  of 
the  Crude  Oil  Windfall  Profit  Tax  Act  of 
1980.  The  temporary  regulations  provide 
rules  to  be  followed  by  operators, 
producers,  and  purchasers  of  domestic 
crude  oil.  In  addition,  the  text  contained 
in  the  temporary  regulations  set  forth  in 
this  document  also  serves  as  the 
comment  document  for  the  notice  of 
proposed  rulemaking  published  in  the 
Proposed  Rules  section  of  this  issue  of 
the  Federal  Register. 

DATES:  These  temporary  regulations  are 
generally  effective  with  respect  to  oil 
removed  after  February  29, 1980. 
However,  certain  rules  are  effective  at 
later  dates.  A  complete  explanation  of 
the  effective  dates  is  contained  in  the 
Supplementary  Information  section  of 
this  document.  Written  comments  and 
requests  for  a  public  hearing  must  be 
delivered  or  mailed  by  June  3, 1980. 
ADDRESS:  Send  comments  and  requests 
for  a  public  hearing  to:  Commissioner  of 
Internal  Revenue,  Attention:  CC:LR:T 
(LR-48-80),  Washington,  DC  20224. 

FOR  FURTHER  INFORMATION  CONTACT: 
David  B.  Cubeta  of  the  Legislation  and 
Regulations  Division,  Office  of  the  Chief 
Counsel,  Internal  Revenue  Service,  1111 
Constitution  Avenue,  N.W.,  Washington, 
DC  20224  (Attention:  CC:LR:T)  (202-566- 
3926  or  202-566-3299). 

SUPPLEMENTARY  INFORMATION: 

Background 

This  document  contains  temporary 
regulations  under  sections  4986,  4987, 
4988,  4989,  4991,  4992,  4993,  4994,  4995, 
4996, 4997,  6050C,  6076,  and  6402  of  the 
Internal  Revenue  Code  of  1954.  The 
temporary  regulations  are  required  to 
implement  various  sections  of  the  Crude 
Oil  Windfall  Profit  Tax  Act  of  1980. 

The  regulations  promulgated  in  this 
document  are  also  proposed  to  be 
prescribed  as  final  Income  Tax 
Regulations  (26  CFR  Part  51). 


Explanations  of  Provisions 
In  general 

The  windfall  profit  tax  is  a  temporary 
excise  tax  imposed  upon  the  windfall 
profit  from  domestically  produced 
taxable  crude  oil  removed  from  the 
premises  during  each  taxable  period 
(generally  a  calendar  quarter).  The  rate 
of  tax  varies  with  each  of  three  tax  tiers. 
Tier  1  oil  is  all  taxable  crude  oil  other 
than  tier  2  or  tier  3  oil.  Tier  2  oil  is  oil 
(other  than  tier  3  oil)  fi'om  a  stripper 
well  property  or  from  a  National 
Petroleum  Reserve.  Tier  3  consists  of 
newly  discovered  oil,  heavy  oil,  and 
incremental  tertiary  oil.  Generally,  the 
tax  rate  is  70  percent  for  tier  1, 60 
percent  for  tier  2,  and  30  percent  for  tier 
3.  However,  “independent  producer  oil” 
is  subject  to  a  50  percent  rate  in  tier  1 
and  a  30  percent  rate  in  tier  2.  Oil 
attributable  to  qualified  governmental 
interests  or  qualified  charitable 
interests,  Indian  oil,  certain  Alaskan  oil, 
and  oil  used  to  finance  certain  tertiary 
recovery  projects  is  exempt  from  tax. 

The  term  “windfall  profit”  is  defined 
as  the  excess  of  the  removal  price  of  the 
barrel  of  oil  over  the  sum  of  the  adjusted 
base  price  and  the  severance  tax 
adjustment.  The  removal  price  is 
generally  the  amount  for  which  the 
barrel  is  sold,  but  in  certain  cases  is  the 
constructive  sales  price  used  for 
percentage  depletion  purposes.  The 
adjusted  base  price  is  the  base  price 
adjusted  for  inflation.  The  base  price  for 
tier  1  oil  is  the  ceiling  price  which  would 
have  applied  to  the  oil  under  the  March 
1979  energy  regulations  if  it  had  been 
sold  in  May  1979  as  upper  tier  oil, 
reduced  by  21  cents.  Ilie  base  price  for 
tier  2  oil  and  tier  3  oil  is  determined 
under  an  interim  rule  provided  in 
section  4989(d)(2)  imtil  regulations 
providing  a  permanent  method  are 
promulgated.  These  regulations  will  be 
issued  in  a  separate  document. 

Administrative  provisions 
Introduction 

Although  the  windfall  profit  tax  is 
imposed  upon  the  producer,  the  Act 
provides  that  the  first  purchaser  of 
domestic  crude  oil  generally  is  liable  for 
deducting  and  withholding  tax  from  the 
purchase  price,  for  depositing  the  tax, 
and  for  filing  quarterly  tax  returns.  The 
obligations  of  the  first  purchaser  arise 
except  when  the  oil  is  removed  from  the 
premises  before  sale,  purchased  from  an 
integrated  oil  company,  or  refined  on  the 
premises.  In  these  cases  the  producer  of 
the  oil  rather  than  the  purchaser 
deposits  the  tax  and  files  the  returns. 


Withholding  System 

When  the  purchaser  is  obligated  to 
withhold,  the  amoimt  to  be  withheld  is 
generally  the  amount  of  windfall  profit 
tax  imposed  by  section  4986  on  the  oil 
purchased.  Since  it  is  the  operator  of  the 
well  who  is  in  a  position  to  know  the 
type  of  oil  sold,  section  6050C  requires 
the  operator  to  provide  the  purchaser 
with  the  information  necessary  for  a 
correct  computation  of  the  tax. 
Therefore,  the  regulations  establish  the 
general  rule  that  the  operator  must 
certify  detailed  information  regarding 
the  type  of  oil  purchased,  the  volume  in 
each  tax  tier,  and  other  data  necessary 
for  a  correct  computation  of  the  tax. 

However,  the  t3q)e  and  amount  of 
information  needed  by  a  purchaser  will 
vary  depending  upon  various  factors. 

For  instance,  if  the  operator  sells  all  the 
production  fi'om  a  particular  property  to 
one  purchaser,  the  piu:chaser  may  be 
able  to  determine  the  correct  amount  of 
tax  based  upon  minimal  information 
provided  by  the  operator.  In  other 
situations,  however,  the  purchaser  may 
not  know  the  tier  into  which  the  oil  falls 
and  other  necessary  information  unless 
informed  by  the  operator. 

In  order  to  facilitate  the  various 
arrangements  that  operators  and 
purchasers  may  wish  to  make,  the 
regulations  provide  that  the  operator 
and  purchaser  may  agree  to  relieve  the 
operator  of  the  duty  of  providing  any  or 
all  of  this  information  if  the  purchaser  is 
able  to  meet  its  obligations  without  it. 

Oil  attributable  to  qualified 
governmental  interests  or  qualified 
charitable  interests  and  Indian  oil  is 
exempt  from  the  tax.  Under  the 
regulations,  these  persons  may  furnish  a 
certificate  to  the  operator  or  to  the 
piirchaser  certifying  their  exempt  status 
and  setting  forth  the  facts  that  establish 
entitlement  to  the  exemption.  An 
operator  who  receives  a  producer’s 
certificate  is  required  to  furnish  the 
information  to  each  purchaser  of  that 
oil.  A  purchaser  who  receives  an 
exemption  certificate  and  who  has  no 
reason  to  believe  it  is  not  correct  must 
not  withhold  any  windfall  profit  tax 
from  payments  for  oil  to  which  the 
certificate  applies.  A  similar  procedure 
is  to  be  followed  by  persons  who 
produce  independent  producer  oil 
qualifying  for  the  lower  rates  of  tax. 
These  persons  may  certify  their 
entitlement  to  the  lower  rate,  and  the 
purchaser  adjusts  the  amount  to  be 
withheld  accordingly.  If  payment  for  the 
oil  is  made  by  the  purchaser  to  the 
operator  or  to  a  partnership  rather  than 
directly  to  the  producer  of  the  oil,  the 
amoimt  to  be  withheld  from  the  payment 
generally  is  based  on  information 
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received  from  the  operator  or 
partnership  that  summarizes  the  status 
of  the  producers. 

The  amount  of  tax  withheld  by  the 
purchaser  from  the  purchase  price 
generally  is  the  amount  of  the  windfall 
profit  tax  determined  on  the  basis  of  the 
information  provided  in  the  operator’s 
certification  and  any  producers* 
certificates.  However,  situations  may 
arise  in  which  the  purchaser  does  not 
have  the  necessary  information  for  a 
correct  computation  of  the  tax.  This  may 
result  during  the  initial  implementation 
of  the  tax  or  when  a  purchaser  first 
begins  purchasing  oil  from  a  property. 
Therefore,  specif  withholding  rules  are 
to  be  followed  by  the  purchaser  if  the 
purchaser  has  not  received  frnm  the 
operator  the  information  necessary  to 
properly  compute  the  tax  or  if  the 
purchaser  has  reason  to  believe  that 
information  contained  in  the  operator’s 
certification  that  affects  the  tax 
computation  is  not  correct. 

The  special  withholding  rules 
establish  an  amount  to  be  withheld  from 
the  purchase  price  based  upon  the 
amount  paid  for  the  crude  oil  purchased 
even  though  the  purchaser  does  not 
have  specific  knowledge  of  the  windfall 
profit  tax  category  into  which  the  oil 
falls.  The  rules  provide  different 
amounts  to  be  withheld  depending  upon 
whether,  pmsuant  to  the  price  control 
regulations,  the  purchaser  has  paid  the 
lower  tier  ceiling  price,  the  upper  tier 
ceiling  price,  or  an  uncontrolled  price. 

No  windfall  profit  tax  liability  arises 
upon  the  removal  of  crude  oil  which  is 
sold  at  the  lower  tier  ceiling  price. 
Therefore,  withholding  is  not  required 
when  the  purchaser  pays  the  lower  tier 
ceiling  price  for  oil.  However,  if  the 
purchaser  pays  either  the  upper  tier 
ceiling  price  or  an  uncontrolled  price, 
the  purchaser  is  required  to  withhold. 
The  amount  to  be  withheld  per  barrel  is 
70  percent  (the  windfall  profit  tax  rate 
on  tier  1  oil)  of  the  excess  of  the 
purchase  price  over  the  amount  equal  to 
(1)  $11.01  (the  lowest  upper  tier  ceiling 
price  as  of  May  1979  reduced  by  the  21 
cent  ’’balancer”  provided  in  section 
4989(c)(2]),  plus  (2)  the  inflation 
adjustment  for  the  calendar  quarter  in 
which  the  oil  was  removed,  plus  (3)  the 
amount  of  any  severance  tax  adjustment 
known  by  the  purchaser. 

An  interim  withholding  rule  is 
provided  for  use  until  the  generally 
applicable  rules  take  effect.  'This  rule 
requires  withholding  on  the  excess,  if 
any,  of  the  purchase  price  over  $11.22 
for  oil  removed  during  March  1980  and 
$11.47  for  oil  removed  after  March  (the 
amount  equal  to  the  lowest  upper  tier 
ceiling  price  as  of  May  1979  reduced  by 
the  section  4989(c)(2)  “balancer”  and 


increased  by  the  inflation  adjustment  for 
the  applicable  taxable  period). 

However,  purchasers  may  withhold 
under  the  permanent  rules  during  the 
interim  period  if  they  choose  to. 

In  certain  situations  the  purchaser  wlO 
withhold  more  or  less  than  the  amount 
of  tax  imposed  by  section  4986  with 
respect  to  oil  purchased.  For  instance, 
the  special  rules  to  be  followed  in  the 
absence  of  a  valid  operator’s  certificate 
may  result  in  the  withholding  of  tax  in 
excess  of  the  amount  that  would  have 
been  withheld  if  the  certificate  had  been 
received,  or  computational  errors  by  one 
of  the  parties  to  a  transaction  may  cause 
under  or  overwithholding.  Furthermore, 
due  to  the  retroactive  effective  date  of 
the  windfall  profit  tax,  payments  may  be 
made  for  taxable  crude  oil  from  which 
no  tax  is  withheld.  Therefore,  rules  are 
provided  to  be  followed  by  the 
purchaser  in  withholding  on  later 
payments  in  order  to  adjust  the  under  or 
overpayment. 

The  regulations  also  provide  that  a 
purchaser  is  not  liable  to  any  other 
person  for  the  amount  of  tax  withheld 
and  deposited.  However,  every 
purchaser  required  to  withhold  is  liable 
for  the  payment  of  the  tax  whether  or 
not  it  is  actually  collected  from  the 
producer  by  the  pmchaser. 

Purchasers  that  are  not  integrated  oil 
companies  generally  deposit  the 
amounts  required  to  be  withheld  not 
later  than  45  days  after  the  end  of  the 
calendar  month  in  which  the  oil  was 
removed.  Independent  refiners 
purchasing  oil  under  a  contract  under 
which  no  payment  is  required  to  be 
made  before  the  46th  day  after  the  end 
of  the  month  in  which  the  oil  is 
purchased  must  deposit  before  the  first 
day  of  the  third  month  which  begins 
after  the  end  of  the  month  in  which  the 
oil  was  removed.  Independent  refiners 
not  purchasing  pursuant  to  a  delayed 
payment  contract  deposit  in  accordance 
with  the  generally  applicable  45  day 
rule.  If  a  purchaser  underwithholds  on  a 
producer  for  a  calendar  year,  the 
producer  must  attach  payment  to  the 
return  filed  after  the  end  of  the  year  or 
must  deposit  payment  on  or  before  the 
last  day  for  filing  the  return.  Integrated 
oil  companies  must  deposit  both 
amounts  required  to  be  withheld  and 
amoxmts  of  the  tax  liability  from  their 
own  production  twice  monthly. 

All  purchasers  subject  to  the 
withholding  rules  must  provide  each 
producer  from  whom  they  have 
purchased  crude  oil  a  monthly  statement 
of  the  amount  of  tax  withheld.  An 
annual  statement  of  the  producer’s  tax 
liability  and  other  pertinent  information 
is  to  be  sent  both  to  the  producer  and  to 
the  Internal  Revenue  Service.  If  the 


purchaser  withheld  tax  from  payments 
made  to  an  operator  or  partnership 
rather  than  directly  to  the  producer  of 
the  oik  the  purchaser  is  to  furnish  the 
statement  to  the  person  who  received 
the  payment.  That  person  is  then 
requir^  to  promptly  relay  the 
information  and  to  file  information 
returns  with  the  Internal  Revenue 
Service. 

For  most  taxpayers,  the  income  tax 
deduction  for  the  windfall  profit  tax  will 
be  the  amount  actually  withheld  during 
the  year,  rather  than  the  amount  of  tax 
imposed  upon  oil  removed  during  the 
year,  therefore,  the  annual  statement 
must  set  forth  the  amount  withheld  in 
the  course  of  the  year. 

Generally,  it  is  the  purchaser  rather 
than  the  producer  who  is  to  file  the 
quarterly  windfall  profit  tax  return. 
However,  the  producer  must  file  the 
retiun  if  the  oil  removed  during  the 
taxable  period  was  not  subject  to 
withholding.  Furthermore,  the  producer 
must  file  an  annual  return  if  the 
producer’s  liability  for  the  tax  exceeds 
the  amount  of  tax  withheld.  The 
quarterly  windfall  profit  tax  return  is  to 
be  filed  no  later  than  the  last  day  of  the 
second  month  following  the  close  of  the 
taxable  period.  However,  a  producer 
who  has  a  liability  remaining  at  the  end 
of  the  year  due  to  underwithholding  is 
required  to  file  only  one  return  at  the 
end  of  the  calendar  year  with  respect  to 
which  the  underpayment  occurred.  This 
return  is  due  by  the  last  day  of  February. 

In  the  case  of  overwithholding,  it  is 
anticipated  that  later  adjustments  made 
by  the  purchaser  will  generally  correct 
for  the  overpayment.  However,  if  an 
amount  remains  overpaid  for  a  calendar 
year,  the  producer  may  either  file  a 
claim  for  credit  or  refimd  in  connection 
with  the  producer’s  income  tax  retium 
for  that  year  or  claim  a  refund  on  Form 
843. 

An  exception  to  the  annual  refund 
rule  is  provided  for  producers  whose  oil 
interests  are  exempt  from  the  windfall 
profit  tax  and  have  been  withheld  upon 
during  the  initial  implementation  of  the 
tax.  lliese  producers  may  file  an  early 
claim  for  credit  or  refimd  on  or  after  July 
1, 1980. 

Section  4995  (a)  (7)  permits  an  election 
substituting  the  operator  for  the 
purchaser  in  the  administration  of  the 
windfall  profit  tax.  That  section  also 
authorizes  the  Secretary  to  limit  the 
election  to  situations  where  the 
substitution  is  administratively  more 
practicable.  The  regulations  provide  that 
the  operator  and  purchaser  may  elect  to 
have  the  operator  responsible  for  all 
windfall  profit  tax  responsibilities 
otherwise  imposed  upon  the  purchaser 
when  the  operator  is  otherwise  required 
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to  make  deposits  as  a  purchaser  of  oil 
produced  from  a  different  reservoir. 
Consideration  will  be  given  to  providing 
for  this  election  in  other  circumstances 
in  response  to  public  comment 

Procedures  When  Purchaser  Not 
Required  To  Withhold 

As  noted  earlier,  the  withholding 
system  is  in  effect  unless  the  oil  is 
removed  from  the  premises  before  sale, 
refined  on  the  premises,  or  purchased 
from  an  integrated  oil  company.  If 
withholding  is  not  required,  the 
purchaser  does  not  perform  such  other 
duties  as  furnishing  information  or  ffling 
returns. 

When  the  oil  sold  is  not  subject  to 
withholding,  the  operator  must  supply 
each  producer  with  the  information 
required  to  enable  the  producer  to 
compute  the  amount  of  the  windfall 
profit  tax  liability  on  the  producer’s 
share  of  production.  This  is  the  same 
information  that  would  be  furnished  to 
the  purchaser  if  the  oil  were  subject  to 
withholding. 

A  producer  that  is  not  an  integrated 
oil  company  must  deposit  its  tax 
liability  (if  it  is  $100  or  more)  for  the 
calendar  quarter  within  45  days  after  the 
end  of  the  month  in  which  the  oil  is 
removed  (or  deemed  removed)  from  the 
premises.  An  integrated  oil  company 
must  deposit  not  later  than  9  days  after 
each  semimonthly  period  the  amounts 
required  to  be  withheld  fitim  payments 
made  to  other  producers  for  oil  removed 
in  that  period  plus  the  company’s 
windfall  profit  tax  liability  as  a  producer 
of  oil  removed  in  that  period.  A 
semimonthly  period  means  the  first  15 
days  of  a  calendar  month  or  the  portion 
of  a  calendar  month  following  the  15th 
day  of  such  month.  The  depositary 
requirements  are  considered  met  for  a 
month  or  a  semimonthly  period  if  one  of 
the  safehaven  rules  is  met. 

Deposits  are  to  be  made  with  a 
Federal  Reserve  bank  or  an  authorized 
financial  institution. 

When  the  windfall  profit  tax  is  not 
withheld  by  the  purchaser,  the  return 
filing  requirement  is  imposed  directly 
upon  the  producer.  Thus,  the  producer 
must  file  the  quarterly  windfall  profit 
tax  return  not  later  than  the  last  day  of 
the  second  month  following  the  close  of 
the  taxable  period. 

Generally,  if  a  producer  overpays  his 
windfall  profit  tax  liability  for  a  taxable 
period,  the  producer  may  either  file  a 
claim  for  refund  on  or  after  the  date  for 
filing  the  return  for  the  taxable  period  of 
the  overpayment  or  may  claim  credit  for 
the  overpayment  by  making  an 
adjustment  on  the  windfall  profit  tax 
return  for  later  taxable  periods  within 
the  applicable  period  of  limitation. 


However,  a  claim  for  credit  or  refund 
based  on  an  overpayment  due  to  the 
operation  of  the  net  income  limitation  on 
windfall  profit  provided  in  section  4988 
(b)  may  not  be  claimed  until  the 
producer’s  income  tax  return  is  filed  for 
the  taxable  year  that  includes  the  last 
day  of  the  taxable  period  for  which  the 
overpayment  was  made. 

Other  Rules 

Tertiary  Recovery  Projects 

These  regulations  also  provide  rules 
for  the  cer^cation  of  tertiary  recovery 
projects.  In  order  to  self-certify  a 
tertiary  recovery  project  the  regulations 
require  the  operator  to  submit  a 
certification  from  a  petroleum  engineer 
to  the  service  center  with  which  the 
operator  files  an  income  tax  return. 

Rules  are  also  provided  for  the 
certification  of  a  tertiary  recovery 
project  approved  by  a  jurisdictional 
agency. 

In  determining  a  project  beginning 
date,  a  special  i^e  is  provided  for 
certifications  submitted  by  May  1, 1980. 

A  taxpayer  may  request  a  ruling  with 
respect  to  whether  a  project  for  which  a 
jurisdictional  agency’s  certification  is 
submitted  is  a  qualified  tertiary 
recovery  project  The  ruling  generally 
must  be  issued  within  180  days  of  the 
request  The  regulations  set  forth  the 
information  that  must  be  supplied  in  the 
request  in  addition  to  the  information 
normally  required  to  be  included  in  a 
ruling  request 

Post-1978  Transfers 

The  regulations  also  provide  special 
rules  for  post-1978  transfers  of  portions 
of  a  property.  If  a  porton  of  a  property  is 
transferred  after  December  31, 1978.  die 
oil  produced  from  the  property 
transferred  consititutes  oil  from  a 
stripper  well  property,  newly  discovered 
oil,  or  heavy  oil  only  if  it  would  be  so 
classified  if  there  had  been  no  transfer. 

Effective  Dates 

Except  as  otherwise  provided,  the 
temporary  regulations  are  effective  with 
respect  to  oil  removed  after  February  29, 
1980.  Certain  sections  of  the  temporary 
regulations  contain  a  different  effective 
date.  Paragraphs  (a),  (b),  and  (c)  of 
§  150.4995-1  (relating  to  the  requirement 
of  withholding)  are  effective  with 
respect  to  payments  made  after  Jime  3, 
1980  for  oil  removed  on  or  after  March  1, 
1980.  However,  for  piuposes  of  applying 
paragraph  (c)  (relating  to  adjustments  in 
the  amount  required  to  be  withheld)  of 
8  150.4995-1  to  payments  described  in 
the  preceding  sentence,  payments  made 
before  June  4, 1980  for  oil  removed  on  or 
after  March  1, 1980,  are  treated  as  if 


paragraphs  (a)  and  (b)  applied  to  them. 
The  rules  of  paragraph  (d)  (relating  to  an 
interim  withholding  rule)  apply  to 
payments  made  after  April  18. 1980  and 
before  June  4, 1980  with  respect  to  oil 
removed  on  or  after  March  1, 1980.  The 
rules  of  paragraph  (d)  may.  at  the  option 
of  the  purchaser,  be  applied  with  respect 
to  payments  made  prior  to  the  above 
period  with  respect  to  such  oil. 

Paragraph  (a)  of  8  150.4995-3  (relating  to 
depositary  requirements)  contains  a 
special  effective  date  rule  for  integrated 
oil  companies  which  provides  that,  for 
purposes  of  the  depositary  rules,  oil 
removed  prior  to  April  4, 1980  is 
considered  to  have  been  removed  on 
April  4. 1980.  Section  150.6050C-1 
(relating  to  information  furnished  by  the 
operator  of  a  property)  contains  a  rule 
providing  that,  for  purposes  of 
8  150.6050C-1.  the  statement  for  oil 
removed  during  March  1980  shall  be 
furnished  no  later  than  April  25, 1980. 

The  proposed  regulations  are  to  be 
effective  for  the  same  period  as  the 
temporary  regulations. 

Waiver  of  Procedural  Requirements  of 
Treasury  Directive 

The  expeditious  adoption  of  the 
provisions  contained  in  this  document  is 
necessary  because  of  the  need  for 
immediate  guidance  to  taxpayers  liable 
for  the  windfall  profit  tax  on  domestic 
crude  oil  and  to  other  persons  required 
to  withhold  and  deposit  tax,  file  returns, 
provide  information,  etc.  For  this  reason, 
Jerome  Kurtz,  Commissioner  of  Internal 
Revenue,  has  determined  that  the 
provisions  of  paragraphs  8  through  14  of 
the  Treasury  Department  directive 
implementing  Executive  Order  12044 
must  be  waived. 

Conunents  and  Requests  for  a  Public 
Hearing 

Before  adoption  of  the  final 
regulations  proposed  in  this  document, 
consideration  will  be  given  to  any 
written  comments  that  are  submitted 
(preferably  six  copies)  to  the 
Commissioner  of  Internal  Revenue.  All 
comments  will  be  available  for  public 
inspection  and  copying.  A  public 
hearing  will  be  held  upon  written 
request  to  the  Commissioner  by  any 
person  who  has  submitted  written 
comments.  If  a  public  hearing  is  held, 
notice  of  the  time  and  place  will  be 
published  in  the  Federal  Register. 

Drafting  Information 

The  principal  author  of  these 
regulations  is  David  B.  Cubeta  of  the 
Legislation  and  Regulations  Division  of 
the  Office  of  Chief  Counsel  Internal 
Revenue  Service.  However,  personnel 
from  other  offices  of  the  Internal 
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Revenue  Service  and  Treasury 
Department  participated  in  developing 
the  regulations,  boA  on  matters  of 
substance  and  style. 

Adoption  of  Amendments  to  the 
Regulations 

Accordingly,  a  new  part  150, 
Temporary  Excise  Tax  Regulations 
Under  the  Crude  Oil  Windfall  Profit  Tax 
Act  of  1980,  is  added  to  title  26  of  the 
Code  of  Federal  Regulations  and  the 
following  temporary  regulations  are 
adopted: 

PART  150->TEMPORARY  EXCISE  TAX 
REGULATIONS  UNDER  THE  CRUDE 
OIL  WINDFALL  PROFIT  TAX  ACT  OF 
1980 

Sea 

150.0  Introduction  ' 

150.4986- 1  Imposition  of  tax. 

150.4987- 1  Amount  of  tax. 

150.4988- 1  Windfall  profit;  removal  price. 

150.4989- 1  Adjusted  base  price. 

150.4991- 1  Taxable  crude  oil;  tiers  of  oil. 

150.4992- 1  Independent  producer  oil. 

150.4993- 1  Incremental  tertiary  oil. 

150.4993- 2  Self-certification  of  tertiary 
recovery  projects. 

150.4993- 3  Jurisdictional  agency 
certification  of  tertiary  recovery  projects. 

150.4993- 4  Internal  Revenue  Service  rulings 
relating  to  qualified  tertiary  recovery 
projects. 

150.4994- 1  Exemptions. 

150.4995- 1  Requimment  of  withholding. 

150.4995- 2  Producer's  certificate. 

150.4995- 3  Depositary  requirements. 

150.4995- 4  Election  of  purchaser  and 
operator  to  have  operator  withhold, 
deposit  tax,  eta 

150.4996- 1  Definitions. 

150.4996- 2  Severance  tax  adjustment. 

150.4996- 3  Special  rules  for  post-1978 
transfers  of  property. 

150.4997- 1  Returns  and  recordkeeping. 

150.4997- 2  Certain  information  to  be 
furnished  by  purchaser  and  others. 

150.6050C-1  Information  furnished  by 
operator  for  purposes  of  windfall  profit 
tax. 

150.6076-1  Time  for  filing  return  of  windfall 
profit  tax. 

150.6402-1  Credit  or  refund  of  overpayment 
of  windfall  profit  tax. 

Authority:  26  U.S.C.  4992,  4993,  4995,  4996, 
4997, 6050C,  6402,  and  7805  and  Sec.  101(i)(2) 
of  the  Crude  Oil  Windfall  Profit  Tax  Act  of 
1980. 

§  150.0  Introduction. 

Each  section  of  the  regulations  in  this 
part  is  designated  by  a  number 
composed  of  the  part  number  followed 
by  a  decimal  point  [150.]  the  section  of 
the  Internal  Revenue  Code  of  1954  to 
which  it  relates,  a  hyphen  [-]  and  a 
number  identifying  the  section.  By  use  of 
these  designations,  the  reader  can 
associate  sections  of  the  regulations 
with  provisions  of  the  Code.  For 


example,  §  150.4986-1  pertains  to 
section  4986  of  the  Code. 

§  150.4986-1  Imposition  of  tax. 

Section  4986  imposes  an  excise  tax  on 
the  windfall  profit  from  taxable  crude 
oil  removed  from  the  premises  on  or 
after  March  1, 1980,  and  before  the  end 
of  the  phaseout  period.  See  §§  150.4988- 
1, 150.4991-1,  and  150.4996-1  for  the 
definitions  of  “windfall  profit”,  “taxable 
crude  oil”,  and  “removed  from  the 
premises”,  respectively.  See  section 
4990(c)  for  the  definition  of  “phaseout 
period”.  The  tax  imposed  by  section 
4986  is  to  be  paid  by  the  producer  of  the 
crude  oil.  However,  see  S  150.4995-1, 
relating  to  the  requirement  of 
withholding  by  the  purchaser  of  the 
crude  oil.  See  8  150.4996-1  for  the 
definitions  of  “purchaser”  and 
“producer”. 

§150.4987-1  Amount  Of  tax. 

Section  4987  establishes  that  the 
amount  of  tax  imposed  by  section  4986 
with  respect  to  any  barrel  of  taxable 
crude  oil  is  the  applicable  percentage  of 
the  windfall  profit  on  that  barrel.  The 
applicable  percentage  for  tier  1  oil  and 
tier  2  oil  which  is  not  independent 
producer  oil  is  70  in  the  case  of  tier  1 
and  60  in  the  case  of  tier  2.  The 
applicable  percentage  for  independent 
producer  oil  is  50  for  tier  1  and  30  for  tier 
2.  The  applicable  percentage  for  tier  3 
oil  is  30.  In  the  case  of  a  fraction  of  a 
barrel,  the  tax  is  the  same  fraction  of  the 
amount  of  the  tax  imposed  on  the  whole 
barrel. 

8 150.4988-1  Windfall  profit;  removal 
price. 

(a)  Windfall  profit  For  purposes  of 
this  part  and  chapter  45  of  the  Code,  the 
term  “windfall  profit"  means  the  excess 
of  the  removal  price  of  the  barrel  of 
crude  oil  over  the  siim  of — 

(1)  The  adjusted  base  price  of  the 
barrel,  and 

(2)  'The  amount  of  the  severance  tax 
adjustment  with  respect  to  the  barrel 
provided  by  section  4996(c]  and 

8  150.4996-2. 

Section  4988(b)  provides  that  the 
windfall  profit  on  any  barrel  of  crude  oil 
shall  not  exceed  90  percent  of  the  net 
income  attributable  to  the  barrel.  The 
computation  of  the  net  income  limitation 
is  determined  under  special  rules  set 
forth  in  section  4988(b). 

(b)  Removal  price— (1)  In  general.  The 
“removal  price”  generally  is  the  amount 
for  which  the  barrel  is  sold  (including 
any  adjustments  to  the  sales  price  made 
after  sale).  However,  in  the  case  of  a 
sale  between  related  persons  (within  the 
meaning  of  section  103(b)(6)(C)),  the 
removal  price  shall  not  be  less  than  the 


constructive  sales  price  for  purposes  of 
determining  gross  income  from  the 
property  under  section  613.  Also,  if 
crude  oil  is  removed  from  the  premises 
before  it  is  sold  (or  is  deemed  removed 
under  section  498(c)(4)  or  8  150.4996- 
1(d)),  the  removal  price  shall  be  the 
constructive  sales  price  for  purposes  of 
determining  gross  income  from  the 
property  under  section  613. 

(2)  Alaskan  oil  from  Sadlerochit 
reservoir.  In  the  case  of  Sadlerochit  oil, 
the  removal  price  of  such  oil  removed 
during  any  calendar  month  shall  be  the 
average  of  the  producer’s  removal  prices 
for  such  month. 

(3)  District  director’s  authority.  In 
determining  the  removal  price  of  oil 
from  a  property  in  the  case  of  any 
transaction,  a  district  director  may 
adjust  the  removal  price  to  reflect 
clearly  the  fair  market  value  of  oil 
removed. 

8 150.4989-1  Adjusted  bass  price. 

(a)  Adjusted  base  price  defined.  For 
purposes  of  this  part  aiid  chapter  45  of 
the  Code,  the  “adjusted  base  price”  is  • 
the  base  price  for  the  barrel  of  crude  oil 
plus  the  amount  equal  to  the  base  price 
multiplied  by  the  i^ation  adjustment 
for  the  calendar  quarter  in  wUch  the 
crude  oil  is  removed  from  the  premises, 
roimded  to  the  nearest  cent  The 
inflation  adjustment,  which  is 
determined  under  a  formula  set  out  in 
section  4989(b),  is  greater  for  tier  3  oil 
than  it  is  for  tier  1  oil  or  tier  2  oil.  For 
March  1980,  the  inflation  adjustment  is 
.0195  in  the  case  of  tier  1  or  tier  2  oil  and 
.0246  in  the  case  of  tier  3  oil.  Future 
inflation  adjustments  will  be  published 
periodically  by  the  Internal  Revenue 
Service.  For  a  special  adjustment  to  the 
base  price  for  Alaskan  oil  from  the 
Sadlerochit  reservoir,  see  section 
4996(d). 

(b)  Base  price  for  tier  1  oil.  The  base 
price  for  tier  1  oil  is  the  ceiling  price 
which  would  have  applied  to  the  oil 
under  the  March  1979  energy  regulations 
(see  8  150.499&-l(f))  if  it  had  been 
produced  and  sold  in  May  1979  as  upper 
tier  oil,  reduced  by  21  cents.  For 
purposes  of  this  determination,  the 
grade  and  quality  of  the  oil  produced 
from  the  property  in  May  1979  shall  be 
used. 

(c)  Base  prices  for  tier  2  and  tier  3 
oiV— ^1)  General  rule.  [Reserved]. 

(2)  Interim  rule.  This  subparagraph 
and  subparagraph  (3)  apply  to  oil 
removed  dming  a  month  beginning 
before  October  1980  (or  such  earlier  date 
as  may  be  provided  in  regulations  taking 
effect  before  such  earlier  date).  Except 
as  provided  in  subparagraph  (3),  the 
base  prices  for  tier  2  oil  and  tier  3  oil, 
respectively,  shall  be  the  product  of— 
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(i) (A)  The  highest  posted  price  for 
December  31, 1979,  for  uncontrolled 
crude  oil  of  the  same  grade,  quality,  and 
Held,  or 

(B)  If  there  is  no  posted  price 
described  in  inferior  subdivision  (A),  the 
highest  posted  price  for  such  date  for 
uncontrolled  crude  oil  at  the  nearest 
domestic  field  for  which  prices  for  oil  of 
the  same  grade  and  quality  were  posted 
for  such  date,  multiplied  by: 

(ii)  A  fraction  the  denominator  of 
whi^  is  $35,  and  the  numerator  of 
which  is — 

(A)  $15.20  for  purposes  of  determining 
base  prices  of  tier  2  oil,  and 

(6]  $16.55  for  purposes  of  determining 
base  prices  of  tier  3  oil. 

In  determining  the  base  price  for  tier  2 
or  tier  3  oil,  the  grade  and  quality  of  the 
oil  produced  fi^m  the  property  in 
December  1979  shall  be  used.  For 
purposes  of  determining  the  highest 
posted  price  for  December  31, 1979,  no 
price  which  was  posted  after  January  14, 
1980,  shall  be  taken  into  account.  For  a 
posted  price  to  qualify  for  use  in 
determining  a  producer’s  base  price,  the 
price  must  be  published  in  writing  by  a 
purchaser  of  a  substantial  volume  of 
crude  oil  in  the  field. 

(3)  Minimum  interim  base  price.  The 
base  price  determined  under  paragraph 
(c)(2]  of  this  section  for  tier  2  oil  or  tier  3 
oil  shall  not  be  less  than  the  sum  of— 

(i)  The  ceiling  price  which  would  have 
applied  to  such  oil  under  the  March  1979 
energy  regulations  if  it  had  been 
produced  and  sold  in  May  1979  as  upper 
tier  oil,  plus 

(ii) (A)  $1  in  the  case  of  tier  2  oil,  or 

(B)  $2  in  the  case  of  tier  3  oil. 

For  purposes  of  this  determination,  the 
grade  and  quality  of  the  oil  produced 
from  the  property  in  May  1979  shall  be 
used. 

(d)  Variations  in  grade  or  quality  of 
oil.  For  purposes  of  paragraphs  (b)  and 
(c)  of  this  section,  if  the  production  from 
a  property  in  May  or  December  1979 
varied  in  grade  or  quality  during  the 
month,  the  per  barrel  average  grade  and 
quality  for  the  month  shall  be  used.  If 
there  was  no  commercial  production  in 
May  or  December  1979,  the  grade  and 
quality  of  the  oil  produced  in  the  first 
month  of  commercial  production  after 
such  month  shall  be  used.  Once  the  base 
price  is  determined,  it  is  not  to  be 
adjusted  for  later  changes  in  grade  or 
quality. 

§  150.4991>1  Taxable  crude  oil;  tiers  of 
oil. 

(a)  Taxable  crude  oil.  Section  4991 
defines  the  term  “taxable  crude  oil”  to 
mean  all  domestic  crude  oil  (including 
crude  oil  derived  by  the  producer  from 
the  production  of  nabiral  gas)  other  than 


exempt  oil.  The  term  "exempt  oil”  is  any 
crude  oil  from  a  qualified  governmental 
interest  (see  section  4994(a]]  or  a 
qualified  charitable  interest  (see  section 
4994(b]),  any  exempt  fi^nt-end  oil  (see 
section  4994(c])  any  exempt  Indian  oil 
(see  section  4994(d)),  and  any  exempt 
Alaskan  oil  (see  section  4994(e)). 

(b)  Tiers  of  oil.  Section  4991  defiines 
the  tiers  of  taxable  crude  oil.  Tier  1  oil  is 
any  taxable  crude  oil  other  than  tier  2 
oil  and  tier  3  oil.  Tier  2  oil  is  any  oil 
which  is  produced  from  a  stripper  well 
property  within  the  meaning  of  the  June 
1979  energy  regulations  (see  8  150.4996- 
1(f))  and  any  oil  from  an  economic 
interest  in  a  National  Petrolemn  Reserve 
held  by  the  United  States.  However,  the 
term  “tier  2  oil”  does  not  include  tier  3 
oil.  Tier  3  oil  is  newly  discovered  oil 
heavy  oil,  and  incremental  tertiary  oil. 
The  term  “newly  discovered  oil”  has  the 
meaning  given  to  that  term  by  the  June 
1979  energy  regulations.  The  term 
“heavy  oil”  means  all  crude  oil  which  is 
produced  from  a  property  if  crude  oil 
produced  and  sold  from  that  property 
during  either — 

(1)  The  last  month  before  July  1979  in 
which  crude  oil  was  produced  and  sold 
from  that  property,  or 

(2)  The  taxable  period, 

had  a  weighted  average  gravity  of  16 
degrees  API  or  less  (corrected  to  60 
degrees  Fahrenheit).  For  the  definition  of 
incremental  tertiary  oil,  see  §  150.4993- 
1. 

§  150.4992-1  Independent  producer  oH. 

(a)  General  rule.  "Independent 
producer  oil”  is  that  portion  of  an 
independent  producer's  qualified 
production  for  the  quarter  which  does 
not  exceed  such  person’s  independent 
producer  amount  for  the  quarter. 

(b)  Independent  producer  defined.  An 
“independent  producer”,  with  respect  to 
any  quarter,  is  any  person  other  than  a 
person  to  whom  subsection  (c)  of 
section  613A  does  not  apply  by  reason 
of  paragraph  (2)  (relating  to  certain 
retailers)  or  paragraph  (4)  (relating  to 
certain  refiners)  of  section  613A  (d)  (or 
to  whom  subsection  (c)  would  not  apply 
if  subsection  (d)(2)  or  (4)  were  applied 
on  a  quarterly  rather  than  an  annual 
basis). 

(c)  Independent  producer  amount.  A 
person’s  independent  producer  amount 
for  any  quarter  is  the  product  of  1,000 
barrels  multiplied  by  the  munber  of  days 
in  the  quarter.  For  March  1980,  the 
independent  producer  amount  is  31,000 
barrels.  If  a  person's  qualified 
production  for  any  quarter  exceeds  that 
person’s  independent  producer  amount 
for  the  quarter,  the  independent 
producer  amount  is  to  be  allocated 
between  tiers  1  and  2  in  proportion  to 


the  person's  production  for  the  quarter 
of  domestic  crude  oil  in  each  such  tier, 
and  is  to  be  allocated  within  any  tier  on 
the  basis  of  the  removal  prices  for  such 
person's  domestic  crude  oil  in  that  tier 
removed  during  that  quarter,  beginning 
with  the  highest  of  those  prices. 

(d)  Qualified  production  of  oil 
defined — (1)  In  general.  An  independent 
producer's  qualified  production  of  oil  for 
any  quarter  is  the  number  of  barrels  of 
taxable  crude  oil  of  which  such  person 
is  the  producer  which  is  removed  during 
that  quarter,  which  is  tier  1  oil  or  tier  2 
oil,  and  which  is  attributable  to  the 
independent  producer's  working  interest 
in  a  property. 

(2)  Working  interest  defined.  The  term 
“working  interest”  means  an  operating 
mineral  interest  (within  the  meaning  of 
section  614(d))  which  was  in  existence 
as  an  operating  mineral  interest  on 
January  1, 1980,  or  which  is  an  operating 
mineral  interest  derived  fr^m  a  qualified 
overriding  royalty  interest  after  that 
date.  A  “qualified  overriding  royalty 
interest”  is  an  overriding  royalty  interest 
in  existence  as  such  an  interest  on 
January  1, 1980,  but  only  if  on  or  before 
February  20, 1980,  there  was  in 
existence  a  binding  contract  under 
which  such  interest  was  to  be  converted 
into  an  operating  mineral  interest. 

(3)  Production  from  transferred 
property — (i)  In  general.  Except  as 
otherwise  provided  in  this 
subparagraph,  in  the  case  of  a  transfer 
(as  defined  in  §  150.4996-3(b))  on  or 
after  January  1, 1980,  of  an  interest  in 
any  property,  the  qualified  production  of 
the  transferee  shall  not  include  any 
production  attributable  to  such  interest. 

(ii)  Small  producer  transfer 
exemption — (A)  In  general.  Subdivision 
(i)  shall  not  apply  to  any  transfer  of  an 
interest  in  property  if  the  transferee 
establishes,  to  the  satisfaction  of  the 
district  director  for  the  district  in  which 
the  property  is  situated,  that  at  no  time 
after  December  31, 1979,  has  the 
property  been  held  by  a  person  who  was 
a  disqualified  transferor  for  any  quarter 
ending  after  September  30, 1979,  and 
ending  before  the  date  such  person 
transferred  the  interest. 

(B)  Disqualified  transferor.  The  term 
“disqualified  transferor”  means,  with 
respect  to  any  quarter,  any  person  who 
either  had  qualified  production  for  such 
quarter  which  exceeded  such  person's 
independent  producer  amount  for  such 
quarter  or  was  not  an  independent 
producer  for  such  quarter. 

(C)  fecial  rules.  For  purposes  of  this 
paragraph,  property  held  by  a 
partnership  at  any  time  shall  be  treated 
as  owned  proportionately  by  the 
partners  of  such  partnership  at  such 
time.  Property  held  by  any  trust  or 
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estate  shall  be  treated  as  owned  both  by 
such  trust  or  estate  and  proportionately 
by  its  beneficiaries.  Chapter  45  and  this 
part  shall  be  treated  as  having  been  in 
effect  for  periods  after  September  30. 
1979,  for  purposes  of  making  any 
determination  under  subdivision  (ii](B). 

(iii)  Other  exceptions.  Subdivision  (i) 
shall  not  apply  in  the  case  of — 

(A)  A  transfer  of  property  at  death. 

(B)  A  change  of  beneficiaries  of  a  trust 
which  qualifies  under  clause  (iii)  of 
section  613A(c)(9)(B]  (determined 
without  regard  to  the  exception  at  the 
end  of  such  clause],  and 

(C)  Any  transfer  so  long  as  the 
transferor  and  transferee  are  required 
by  section  4992(e)  to  share  the  1,000 
barrel  amount  referred  to  in  paragraph 
(c)  of  this  section. 

The  preceding  sentence  shall  apply  in 
the  case  of  any  property  only  if  the 
production  from  the  property  was 
qualified  production  for  the  transferor. 

(e)  Allocation  within  related  group — 

(1)  In  general.  Section  4992(e)  contains 
rules  for  the  allocation  of  the  1,000 
barrel  per  day  amount  among  all 
persons  who  are  members  of  the  same 
related  group. 

(2)  Special  rules.  [Reserved] 

§  150.4993-1  Incremental  tertiary  oil. 

(a)  In  general — (1)  Incremental 
tertiary  oil.  “Incremental  tertiary  oil”  is 
the  excess  of  the  amount  of  crude  oil 
which  is  removed  from  a  property 
during  any  calendar  month  and  which  is 
produced  on  or  after  the  project 
beginning  date  and  during  the  period  for 
wfoch  a  qualified  tertiary  recovery 
project  is  in  efiect  on  the  property  over 
the  base  level  for  the  property  for  that 
month. 

(2)  Base  level,  (i)  The  base  level  for 
any  property  for  any  month  is 
determined  by  ascertaining  (under  the 
principles  reflected  in  the  rules  used  in 
determining  the  base  production  control 
level  in  the  June  1979  energy  regulations) 
the  average  monthly  amount  of  crude  oil 
removed  from  the  property  diuing  the 
month  period  ending  March  31, 1979.  To 
arrive  at  the  base  level,  that  average 
monthly  amount  is  then  reduced  (but  not 
below  zero]  by  the  sum  of  1  percent  of 
such  amount  for  each  month  which 
begins  after  1978  and  before  the  first 
calendar  month  beginning  after  the 
project  beginning  date,  and  2V^  percent 
of  such  amount  for  each  month  which 
begins  after  the  project  beginning  date 
(or  after  1978  if  die  project  beginning 
date  is  before  1979)  and  before  the 
month  for  which  the  base  level  is  being 
determined. 

(ii)  [Reserved] 

(3)  Minimum  amount.  If  a  qualified 
tertiary  recovery  project  has  been 


certified  under  the  June  1979  energy 
regulations,  and  the  certification  is  in 
effect,  the  amount  of  the  incremental 
tertiary  oil  shall  not  be  less  than  the 
incremental  production  determined 
under  the  June  1979  energy  regulations. 

(4)  Allocation  rules.  The 
determination  of  which  barrels  of  crude 
oil  removed  during  any  calendar  month 
are  incremental  tertiaiy  oil  shall  be 
made — 

(1)  First  by  allocating  the  amount  of 
incremental  tertiary  oil  between  oil 
which  (but  for  this  paragraph)  would  be 
tier  1  oil,  and  oil  which  (but  for  this 
paragraph)  would  be  tier  2  oil.  in 
proportion  to  the  respective  amounts  of 
each  such  oil  removed  from  the  property 
during  such  month,  and 

(ii)  Then  by  taking  into  accoxmt 
barrels  of  crude  oil  so  removed  in  the 
order  of  their  respective  removal  prices, 
beginning  with  the  highest  of  such 
prices. 

(b)  Qualified  tertiary  recovery 
project — (1)  In  general.  A  "qualified 
tertiary  recovery  project”  is  either  a 
qualified  tertiary  enhanced  recovery 
project  with  respect  to  which  a 
certification  as  such  has  been  approved 
and  is  in  effect  under  the  June  1979 
energy  regulations  or  any  project  for 
enhancing  recovery  of  crude  oil  which 
meets  the  requirements  of  subparagraph 
(2)  of  this  paragraph.  Because  the  energy 
regulations,  as  in  effect  on  June  1, 1979, 
did  not  permit  self-certification  of 
projects,  such  a  project  must  meet  the 
requirements  of  subparagraph  (2)  of  this 
subparagraph  to  be  a  “qualified  tertiary 
recovery  project”. 

(2)  Requirements.  A  project  meets  the 
requirements  referred  to  in 
subparagraph  (1)  of  this  paragraph  if  it 
satisfies  subdivisions  (i)  through  (iv)  of 
this  subparagraph. 

(i)  The  project  involves  the 
application  (in  accordance  with  sound 
engineering  principles)  of  one  or  more 
tertiary  recovery  methods  which  can 
reasonably  be  expected  to  result  in  more 
than  an  insignificant  increase 
(determined  in  light  of  all  the  facts  and 
ciroimstances)  in  the  amount  of  crude 
oil  which  will  ultimately  be  recovered; 

(ii)  The  project  beginning  date  is  after 
May  1979; 

(iii)  The  portion  of  the  property  to  be 
affected  by  the  project  is  adequately 
delineated;  and 

(iv)  The  operator  submits  either — 

(A)  A  certification  from  a  petroleum 
engineer  that  the  project  meets  the 
requirements  of  subdivisions  (i),  (ii),  and 
(iii).  or 

(B)  A  certification  that  a  jurisdictional 
agency  (as  defined  in  section  4993(d)(5]) 
has  approved  the  project  as  meeting 


those  requirements,  and  that  such 
approval  is  still  in  effect 
For  rules  relating  to  the  submission  of  a 
certification  from  a  petroleum  engineer, 
see  S  150.4993-2.  For  rules  relating  to  the 
submission  of  a  certification  from  a 
jurisdictional  agency,  see  §  150.4993-3. 

(c)  Definitions  and  special  rules. 
Under  section  4993(d),  the  term  “tertiary 
recovery  method”  means  any  method 
which  is  described  in  subparagraphs  (1) 
through  (9)  of  section  212.78(c)  of  the 
June  1979  energy  regulations,  or  any 
other  method  to  provide  tertiary 
enhanced  recovery  which  is  approved  in 
writing  by  the  Office  of  the  Assistant 
Commissioner  (Technical).  The  “project 
beginning  date”  is  the  later  of — 

(1)  The  date  on  which  the  injection  of 
liquids,  gases,  or  other  matter  begins,  or 

(2)  The  date  on  which — 

(i)  The  project  is  certified  as  a 
qualified  tertiary  enhanced  recovery 
project  imder  the  Jime  1979  energy 
regulations,  or 

(ii)  All  of  the  requirements  of 

§  150.4993-2  are  met  with  respect  to  the 
submission  of  a  petroleum  engineer’s 
certification,  or  ^1  of  the  requirements 
of  S  150.4993-3  are  met  with  respect  to 
the  submission  of  a  certification  of 
jurisdictional  agency  approval. 

However,  for  purposes  of  the  preceding 
sentence  only,  in  the  case  of  a 
submission  received  by  an  Internal 
Revenue  Service  Center  on  or  before 
May  1. 1980,  such  submission  shall  be 
considered  to  have  been  received  on  the 
later  of  March  1, 1980,  or  the  date  on 
which  the  petroleiun  engineer  executed 
the  certification  or  the  jurisdictional 
agency  issued  its  approval. 

If  a  qualified  tertiary  recovery  project 
can  reasonably  be  expected  to  increase 
the  ultimate  recovery  of  crude  oil  from 
only  a  portion  of  a  property,  the  portion 
shall  be  treated  as  a  separate  property 
for  purposes  of  this  section.  A 
significant  expansion  of  any  project 
shall  be  treated  as  a  separate  project.  A 
taxpayer  may  request  a  ruling  with 
respect  to  whether  a  project  is  a 
qualified  tertiary  recovery  project.  For 
i^es  relating  to  the  request  for  such  a 
ruling  see  §  150.4993-4. 

§  150.4993-2  Seif-certiftcation  of  tertiary 
recovery  projects. 

(a)  Certification  of  petroleum 
engineer.  In  order  to  qualify  imder 
section  4993(c](2)(D)(i),  relating  to  the 
self-certification  of  a  qualified  tertiary 
recovery  project,  the  operator  shall 
submit  a  certification,  signed  imder 
penalties  of  perjury  by  a  petroleum 
engineer  (who  has  been  duly  registered 
or  certified  in  accordance  with 
applicable  state  law,  if  any),  to  the 
Internal  Revenue  Service  Center  for  the 
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region  with  which  the  income  tax  return 
of  the  operator  is  filed.  The  certification 
shall  contain  the  following; 

(1)  A  statement  that  the  project 
involves  a  tertiary  recovery  method  (as 
defined  in  section  4993(d)(1)  and 

§  150.4993-l(c))  that  is  expected  to 
result  in  more  dian  an  insignificant 
increase  in  the  ultimate  recovery  of 
crude  oil,  together  with  a  description  of 
the  process  used  and  the  increase  in  the 
amount  of  oil  to  be  recovered  by  reason 
of  the  application  of  the  method, 

(2)  A  descriptionof  the 
implementation  and  operation  of  the 
project  sufficient  to  establish  that  its 
implementation  and  operation  are  in 
accordance  with  sound  engineering 
principles, 

(3)  An  identification  of  the  area  fi'om 
which  the  ultimate  recovery  of  crude  oil 
is  expected  to  be  increased  as  a  result  of 
the  implementation  and  operation  of  the 
project,  and,  if  that  area  is  less  than  the 
entire  property,  a  precise  delineation  of 
the  portion  of  the  property  that  is 
expected  to  yield  the  increase  in  the 
ultimate  recovery  of  oil, 

(4)  The  date  on  which  the  tertiary 
injectant  was,  or  is  expected  to  be, 
initially  introduced  into  the  reservoir, 

(5)  An  explanation  of  the  number  and 
frequency  of  injections  to  be  made  and 
the  expected  duration  of  the  project, 

(6)  If  the  project  involves  a  single 
injection,  an  estimate  of  the  period  of 
time  during  which  the  injectant  will 
continue  to  increase  the  recovery  of 
crude  oil, 

(7)  Data  on  oil  reserve  estimates 
covering  the  project  area  with  and 
without  the  tertiary  recovery  process, 

(8)  The  past  production  history  and 
estimates  of  future  production, 

(9)  The  number  of  wells  in  the  project 
area  and  the  number  of  both  producing 
and  injection  wells  expected  to  be 
drilled, 

(10)  Projected  future  income  and 
expenses,  and 

(11)  The  operator’s  employer 
identification  number. 

The  Petroleum  engineer’s  certification 
may  be  submitted  at  any  time.  However, 
for  purposes  of  section  4993(d)(2)(B)  and 
paragraph  (c)  of  §  150.4993-1  relating  to 
the  “project  begiiming  date’’,  a 
petroleum  engineer  shall  not  be 
considered  as  having  certified  a  project 
until  the  certification  is  received  by  the 
Internal  Revenue  Service  Center.  If  the 
certification  is  sent  to  the  Service  Center 
by  mail,  it  shall  be  considered  received 
when  posted  by  United  States  mail, 
properly  addressed,  and  with  sufficient 
postage. 

(b)  Termination  of  injection.  If  any 
project  certified  under  paragraph  (a)  of 


this  section  involves  the  continuous  or 
repetitious  injection  of  liquids,  gases,  or 
other  matter  and  if  the  injection  is 
terminated,  the  operator  shall  promptly 
send  a  vyoitten  statement  to  that  effect  to 
the  Intneral  Revenue  Service  Center 
setting  forth  the  date  that  the  injection 
was  terminated. 

(c)  Significant  expansion.  If  a  project 
is  significantly  expanded,  the  expansion 
shall  be  treated  as  a  separate  project 
requiring  separate  certification. 

§  150.4993-3  Jurisdictional  agency 
certification  of  tertiary  recovery  projects. 

(a)  Initial  certification.  In  order  to 
qualify  imder  section  4993(c)(2)(D)(ii), 
relating  to  the  approval  of  tertiary 
recovery  projects  by  a  jurisdictional 
agency,  the  operator  shall  submit  the 
certification  to  the  Internal  Revenue 
Service  Center  for  the  region  with  which 
the  income  tax  return  of  the  operator  is 
filed.  The  certification  shall  state  that 
the  appropriate  jiirisdictional  agency 
has  approved  the  project  as  having  met 
the  requirements  set  forth  in  section 
4993(c)(2)  (A),  (B),  and  (C),  and  the 
operator  shall  attach  the  approving 
document  or  a  certified  copy  thereof. 

The  certification  of  the  jurisdictional 
agency’s  approval  may  be  submitted  at 
any  time.  However,  for  purposes  of 
section  4993(d)(2)(B)(ii)  and  paragraph 
(c)  of  $  150.4^3-1,  relating  to  the 
“project  beginning  date’’,  a  jurisdictional 
agency  shall  not  be  considered  as 
having  approved  a  project  until  the 
certification  is  received  by  the  Service 
Center.  If  the  certification  is  sent  to  the 
Service  Center  by  mail,  it  shall  be 
considered  received  when  posted  by 
United  States  mail,  properly  addressed, 
and  with  sufficient  postage. 

(b)  Revocation  of  certification.  If  the 
agency  revokes  the  approval,  it  shall 
immediately  notify  the  operator  and  the 
Service  Center  of  the  revocation  setting 
forth  the  date  of  the  revocation  and 
stating  whether  the  revocation  has 
retroactive  effect  (and,  if  so,  to  what 
date  the  revocation  is  retroactive),  and 
the  operator  shall  send  a  copy  of  the 
revocation  to  the  Service  Center  within 
10  days  after  receiving  it. 

§  150.4993-4  Internal  Revenue  Service 
rulings  relating  to  qualified  tertiary 
recovery  projects. 

(a)  In  general.  Either  the  operator  of  a 
property  or  any  producer  of  oil  fi:om  that 
property  may  request  a  ruling  fi'om  the 
Internal  Revenue  Service  as  to  whether 
any  tertiary  recovery  project  involving 
that  property  is  a  “qualified  tertiary 
recovery  project”  within  the  meaning  of 
section  4993(c).  If  a  producer  submits  the 
request,  the  producer  shall  notify  the 


operator  in  writing  that  the  request  was 
submitted. 

(b)  Manner  of  requesting  ruling.  The 
request  for  a  ruling  described  in 
paragraph  (a)  of  this  section  shall  be 
made  by  submitting  the  request  to  the 
Commissioner  of  Internal  Revenue, 
Attention:  Assistant  Commissioner 
(Technical),  Washington,  D.C.  20224.  In 
addition  to  meeting  the  requirements  of 
§  601.201(e)  of  this  chapter  (Statement  of 
Procedural  Rules),  the  request  shall 
contain  the  following: 

(1)  A  statement  as  to  whether  a 
jurisdictional  agency  has  approved  the 
project,  and  if  so,  a  copy  of  the 
approving  document  and  a  copy  of  the 
material  upon  which  the  approval  was 
based  together  with  any  certification 
submitted  to  a  Service  Center  and 
identification  of  such  Service  Center. 

(2)  A  statement  fiom  the  operator  of 
the  property  as  to  whether  the  operator 
has  previously  submitted  a  request  for  a 
ruling  on  that  project  and  as  to  whether 
any  producer  has  notified  the  operator 
that  a  request  has  been  submitted,  as 
well  as  to  the  date  and  name  of  the 
person  who  made  a  request, 

(3)  A  description  of  the  location  of  the 
project, 

(4)  The  type  of  tertiary  recovery 
process  instituted. 

(5)  Data  on  oil  reserve  estimates 
covering  the  project  area  with  and 
without  the  tertiary  recovery  process, 

(6)  The  past  production  history  and 
estimates  of  future  production, 

(7)  The  characteristics  of  the 

formation  such  as  the  name,  depth, 
lithology,  thickness,  porosity, 
permeability,  and  reservoir  pressure  and 
temperature  history,  ' 

(8)  A  description  of  any  secondary  or 
tertiary  process  previously  used,  or  in 
use,  in  the  project  area, 

(9)  A  full  and  complete  description  of 
the  tertiary  process  stating  how  it  will 
be  developed  fiom  the  pilot  flood 
through  full  development,  and 

(10)  A  complete  description  of  the 
geological  and  engineering  factors  taken 
into  consideration,  together  with 
sufficient  data  to  support  the  conclusion 
that  the  project  meets  the  requirements 
of  section  4993(c)  for  a  “qualified 
tertiary  recovery  project". 

(c)  Special  rule  for  projects  for  which 
a  certification  of  approval  by  a 
jurisdictional  agency  has  been 
submitted.  If,  pursuant  to  section 
4993(c)(2)(D)(ii)  and  §  150.4993-3,  the 
operator  of  the  property  has  submitted  a 
certification  of  approval  by  a 
jurisdictional  agency,  the  ruling 
described  in  paragraph  (a)  of  this 
section  will  be  issued  within  180  days  of 
the  date  that  a  request  for  the  ruling, 
meeting  the  requirements  of  paragraph 
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(b)  of  this  section  and  §  601.201(e)  of  this 
chapter  (Statement  of  Procedural  Rules) 
is  received  by  the  Office  of  the  Assistant 
Commissioner  (Technical).  However,  if 
the  request  for  a  ruling  is  not  complete 
as  to  the  information  required  in 
paragraph  (b)  (1)  through  (10)  of  this 
section,  the  Office  of  the  Assistant 
Commissioner  (Technical)  may  send 
written  notice  to  the  person  making  the 
request  specifying  the  further 
information  that  must  be  submitted.  The 
180-day  period  shall  not  include  any 
days  after  the  date  of  the  mailing  of  the 
written  notice  and  before  the  date  on 
which  the  additional  information  is 
received. 

§  150.4994-1  Exemptions. 

Section  4994  defines  the  terms 
“qualified  governmental  interest”, 
“qualified  charitable  interest",  “exempt 
front-end  oil”,  “exempt  Indian  oil”,  and 
“exempt  Alaskan  oil”,  the  categories  of 
oil  that  are  exempt  from  the  tax  imposed 
by  section  4986. 

S  150.4995-1  Requirement  of  withhoMing. 

(a)  General  rule:  when  required. 

Except  as  otherwise  provided  in  this 
section,  the  purchaser  (as  defined  in 
§  150.4996-l(a))  of  domestic  crude  oil 
shall  deduct  and  withhold  tax  from 
amounts  payable  by  that  purchaser  for 
the  oil.  However,  the  preceding  sentence 
shall  not  apply  if — 

(1)  The  crude  oil  is  removed  from  the 
premises  (as  defined  in  §  150.499&-l(d)) 
before  it  is  sold,  or 

(2)  The  manufacture  or  conversion  of 
crude  oil  into  refined  products  begins 
before  the  oil  is  removed  fivm  the 
premises,  or 

(3)  The  producer  of  the  oil  is  an 
integrated  oil  company  (as  defined  in 
§  150.4996-l(g)). 

The  amount  of  tax  to  be  deducted  and 
withheld  shall  be  determined  in 
accordance  with  the  rules  of  paragraphs 
(b)  and  (c)  of  this  section.  See,  however, 
paragraph  (d)  of  this  section  for  rules 
applicable  to  certain  payments  made 
prior  to  June  4, 1980.  llie  producer  shall 
be  treated  as  having  paid  on  the  last  day 
of  the  first  February  after  the  calendar 
year  in  which  the  oil  is  removed  from 
the  premises  the  amount  deducted  and 
withheld  with  respect  to  such  oil  by  the 
purchaser  under  this  section. 

(b)  Amount  to  be  deducted  and 
withheld — (1)  Operator's  certification.  If 
the  purchaser  has  received  the 
certification  required  to  be  furnished  by 
the  operator  pursuant  to  section  6050C 
and  S  150.6050C-1,  and  if  the  purchaser 
has  no  reason  to  believe  that  any 
information  contained  in  that 
certification  that  affects  the  computation 
of  the  windfall  profit  tax  is  not  correct, 


the  amoxmt  of  tax  to  be  deducted  and 
withheld  under  paragraph  (a)  of  this 
section  is  the  amount  of  tax  imposed  by 
section  4986  based  on  the  information 
provided  in  the  operator’s  certification. 
However,  in  determining  the  amount  to 
be  deducted  and  withheld,  section 
4988(b)  (relating  to  the  net  income 
limitation  on  windfall  profit)  shall  not 
apply. 

(2)  Absence  of  effective  operator’s 
certification.  If  the  pmchaser  has  not 
received  the  certification  required  to  be 
furnished  by  the  operator  pursuant  to 
section  6050C  and  8  150.6050C-1,  or  if 
the  purchaser  has  reason  to  believe  that 
any  information  contained  in  that 
certification  that  affects  the  tax 
computation  is  not  correct  the 
purchaser  shall  deduct  and  withhold  in 
accordance  with  the  following  rules: 

(i)  If  the  piu*chaser  pays  the  lower  tier 
ceiling  price  for  oil.  the  purchaser  shall 
not  deduct  and  withhold  any  windfall 
profit  tax  from  the  pnichase  price  of  that 
oil. 

(ii)  If  the  purchaser  pays  either  the 
upper  tier  ceiling  price  or  an 
uncontrolled  price  for  oil,  the  purchaser 
shall  deduct  and  withhold  from  the 
purchase  price  of  each  barrel  of  such  oil 
an  amount  equal  to  70  percent  of  the 
excess,  if  any,  of  the  removal  price  over 
the  amoimt  equal  to  the  sum  of— 

(A)  $11.01,  plus 

(B)  The  amount  equal  to  $11.01 
multiplied  by  the  inflation  adjustment 
provided  under  section  4989(b)(1)  for  the 
calendar  quarter  in  which  the  oil  was 
removed,  plus 

(C)  The  amount  of  the  severance  tax 
adjustment  provided  by  section  4996(c). 
if  the  amount  of  that  adjustment  is 
known  by  the  purchaser. 

(3)  Producer’s  certification.  If, 
pursuant  to  §  150.4995-2  or  8  150.6050C- 
1,  the  purchaser  has  received  a 
certification  that  a  producer's  share  of 
production  from  a  property  qualifies  as 
"exempt  oil”  or  “independent  producer 
oil”,  and  if  the  purchaser  has  no  reason 
to  believe  that  any  statement  in  the 
certification  bearing  on  such 
qualification  is  not  correct,  the 
purchaser — 

(i)  Shall  not  withhold  tax  from 
amounts  payable  for  the  share  of 
production  ffiat  has  been  certified  as 
exempt  oil  (the  provisions  of  paragraph 
(b)  (1)  and  (2)  of  this  section 
notwithstanding),  and 

(ii)  In  determining  the  amount  to  be 
withheld  under  paragraph  (b)(1)  of  this 
section  from  amounts  payable  for  the 
share  of  production  that  has  been 
certified  as  independent  producer  oil, 
shall  apply  the  rates  provided  in  section 
4987(b)(2)  and,  in  determining  the 
amount  to  be  withheld  under  paragraph 


(b)(2)  of  this  section,  shall  substitute  50 
percent  for  70  percent 
If  a  payment  by  a  purchaser  is  made  to 
an  operator  or  to  a  partnership,  rather 
than  directly  to  the  producer  of  the  oil, 
the  amoimt  of  exempt  oil  and 
independent  producer  oil  shall  be 
determined  on  the  basis  of  information 
provided  to  the  purchaser  by  the 
operator  pursuant  to  8  150.6050C-1  or  by 
the  partnership  pursuant  to  paragraph  (e) 
8  150.4995-2. 

(4)  Lower  tier  and  upper  tier  ceiling 
prices.  For  purposes  of  this  section,  the 
terms  “lower  tier  ceiling  price”  and 
“upper  tier  ceiling  price”  have  the  same 
meaning  as  those  terms  are  given  in  the 
energy  regulations  (see  8  150.4996-l(f)). 

(c)  Withholding  adjustments — (1) 
General  rule,  (i)  A  purchaser  who 
ascertains  that  the  amount  of  tax 
withheld  from  any  payment  for  crude  oil 
was  more  or  less  than  the  amount  of  tax 
imposed  by  section  4986  (computed 
without  regard  to  the  net  income 
limitation)  with  respect  to  that  crude  oil 
shall  make  adjustments  in  the  amount  to 
be  withheld  from  subsequent  payments 
to  the  same  person  as  provided  in  this 
paragraph.  For  purposes  of  this 
paragraph,  a  pui^aser  has  ascertained 
that  the  amount  withheld  was  more  or 
less  than  the  tax  imposed  when  the 
purchaser  has  sufficient  information  to 
be  able  to  determine  the  amount  of  tax 
imposed  by  section  4966  (computed 
without  regard  to  the  net  income 
limitation)  with  respect  to  that  crude  oil. 
Thus,  adjustments  are  generally 
required  when  the  pur^aser  made  an 
incorrect  calculation  with  respect  to  a 
prior  payment,  when  the  purchaser  has 
withheld  in  accordance  with  the  rules  of 
paragraph  (b)(2)  because  of  the  absence 
of  an  effective  operator’s  certification 
and  the  purchaser  later  receives  an 
effective  certification,  when  an  earlier 
certification  is  corrected,  or  when  the 
purchaser  has  withheld  tax  from  a 
producer  at  the  generally  applicable 
rates  and  the  purchaser  subsequently 
receives  a  retroactively  efiective 
independent  producer’s  certificate. 

Every  adjustment  under  this  paragraph 
shall  be  reflected  on  Form  720  (the 
return  form  which  is  prescribed  for  use 
in  reporting  windfall  profit  tax 
withholding).  If  the  entire  adjustment 
would  be  reported  in  the  return  for  the 
same  taxable  period  as  the  withholding 
giving  rise  to  &e  adjustment  the  return 
for  that  period  shall  reflect  only  the 
amount  withheld  as  adjusted. 

Otherwise,  every  return  on  which  an 
overpayment  or  underpayment  is 
adjusted  pursuant  to  this  paragraph 
must  include  a  statement  explaining  the 
adjustment,  designating  the  return 
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period  to  which  the  adjustment  relates, 
and  setting  forth  such  other  information 
as  may  be  required  by  the  instructions 
to  the  return. 

(ii)  Except  as  otherwise  provided  in 
subparagraph  (3)  of  this  paragraph,  the 
purchaser  must  make  a  ^11  adjustment 
by  underwithholding  or  overwithholding 
in  subsequent  payments  to  the  same 
person  (whether  or  not  from  the  same 
property)  so  that  the  total  amount 
wit^eld  is  equal  to  the  tax  imposed  by 
section  4986  (computed  without  regard 
to  the  net  income  limitation)  as  soon  as 
possible.  The  full  adjustment  must  be 
made,  if  possible,  in  the  next  payment.  If 
it  is  not  possible  to  complete  the 
adjustment  in  the  next  payment,  the 
pmchaser  shall  adjust  by 
underwithholding  or  overwithholding  to 
the  fullest  extent  possible  in  each 
subsequent  payment  until  the 
adjustment  is  completed.  However,  no 
adjustment  is  to  be  made  in  the  amount 
withheld  from  payments  made  for  oil 
removed  in  a  later  calendar  year  or  from 
payments  made  after  the  statement 
required  by  §  150.4997-2(c)  (relating  to 
annual  statement  of  windfall  profit  tax 
liability)  is  furnished.  If  the  error  is  one 
of  imderwithholding  that  cannot  be  fully 
adjusted  under  this  paragraph  [e.g., 
where  the  relationship  between  the 
producer  and  the  purchaser  has 
terminated,  or  where  the  next  payment 
is  for  oil  removed  in  the  following 
calendar  year),  the  producer  is  required 
to  Hie  a  return  at  the  end  of  the  year  in 
accordance  with  §  150.4997-1  unless  the 
producer’s  liability  for  tax  under  section 
4986  has  been  completely  satisfied  by 
reason  of  overwithholding  with  another 
purchaser.  If  the  error  is  one  of 
overwithholding  that  cannot  be  fully 
adjusted  under  this  paragraph,  the  rules 
of  §  150.6402-1  with  respect  to  claims  for 
credit  or  refund  are  applicable  to  the 
producer. 

(2)  Special  rules,  (i)  If  the  need  for  an 
adjustment  arises  with  respect  to  a 
payment  for  oil  removed  in  a  calendar 
year  prior  to  the  year  within  which  the 
purchaser  ascertains  the  need  for  an 
adjustment,  no  adjustment  shall  be 
made  unless  the  adjustment  can  be 
made  in  a' payment  for  oil  removed  in 
the  prior  year  and  unless  that  payment 
is  made  prior  to  the  furnishing  of  the 
statement  required  by  $  150.4997-2(c). 
However,  see  S  150.4997-2(c)(2)  (relating 
to  certain  information  furnished  by 
purchaser  to  producer). 

(ii)  No  amount  shall  be  deducted  or 
withheld  from  any  payment  in  excess  of 
the  windfall  profit  widi  respect  to  the  oil 
giving  rise  to  that  payment. 

(iii)  If,  pursuant  to  section 
4995(a)(3)(D),  the  producer  and 
purchaser  agree  to  additional 


withholding,  any  amount  withheld 
pursuant  to  the  agreement  shall  be 
treated  as  an  amount  required  to  be 
withheld. 

(3)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the 
following  examples: 

Example  (1).  A,  a  purchaser  of  crude  oil, 
has  been  withholding  in  aocordance  with  the 
special  rules  of  paragraph  (b)(2)  because  the 
operator  of  the  property  from  which  A 
purchases  oil  has  not  provided  A  with  the 
certification  required  by  8  150.6050C-1. 
Subsequently,  the  operator  does  provide  A 
with  the  certification,  and  A,  withholding 
under  the  rules  of  paragraph  (b)(1),  ascertains 
that  the  amount  withheld  earlier  exceeds  the 
amount  of  tax  imposed  by  section  4986  based 
upon  the  information  provided  by  the 
operator.  Although  A  withheld  properly  in 
accordance  with  the  information  available 
during  the  earlier  period,  the  amount 
withheld  is  subject  to  the  adjustment  rules  of 
this  paragraph. 

Example  (2).  Purchaser  B,  in  the  third 
calendar  quarter  of  the  year,  ascertains  that 
too  little  tax  was  withheld  from  payments  for 
oil  purchased  in  the  preceding  calendar 
quarter  with  respect  to  producer  C.  B  must 
attempt  to  fully  adjust  the  underwithholding 
by  increasing  the  amount  withheld  from 
subsequent  payments  made  to  C  to  the  full 
amount  of  windfall  profit.  If  the  adjustment 
has  not  been  completed  when  B  makes  the 
final  payment  for  oil  removed  during  the 
calendar  year,  B  should  not  continue  the 
adjustments  in  payments  for  oil  removed 
after  the  close  of  ^e  calendar  year.  However, 
B  is  required  to  inform  C  of  C’s  liability  for 
the  amoimt  remaining  unadjusted  and  to 
provide  that  information  to  the  Internal 
Revenue  Service  in  accordance  with  the  rules 
of  8  150.4997-2. 

(d)  Interim  withholding  rule — (1) 
Effective  date.  The  rules  of  this 
paragraph  apply  to  payments  made  after 
April  18, 1980,  and  before  June  4, 1980, 
with  respect  to  oil  removed  on  or  after 
March  1. 1980.  These  rules  may.  at  the 
option  of  the  purchaser,  be  applied  with 
respect  to  payments  made  prior  to  the 
above  period  with  respect  to  such  oil. 

(2)  General  rule.  The  purchaser  of 
domestic  crude  oil  shall  deduct  and 
withhold  from  amounts  payable  by  that 
purchaser  for  the  oil  the  amount 
specified  in  subparagraph  (3)  of  this 
paragraph  unless — 

(i)  The  crude  oil  is  removed  from  the 
premises  (as  defined  in  §  150.4996-l(d)) 
before  it  is  sold,  or 

(ii)  The  manufacture  or  conversion  of 
crude  oil  into  refined  products  begins 
before  the  oil  is  removed  from  the 
premises,  or 

(iii)  The  producer  of  the  oil  is  an 
integrated  oil  company  (as  defined  in 
S  150.499&-l(g)). 

For  purposes  of  section  4995  (a)  (1)  (B), 
the  amount  specified  in  subparagraph 
(3)  of  this  paragraph  shall  be  considered 


the  tax  required  to  be  withheld  under 
section  4995  (a)  (1)  (A). 

(3)  Amount  to  be  deducted  and 
withheld;  options  of  purchaser.  The 
amoimt  to  be  deducted  and  withheld 
under  subparagraph  (2)  of  this 
paragraph  is,  at  the  option  of  the 
purchaser,  either — 

(i)  70  percent  of  the  excess,  if  any,  of 
the  purdiase  price  per  barrel  of  crude  oil 
over  $11.22  ($11.47  for  oil  removed  after 
March  31, 1980),  or 

(ii)  the  amount  that  would  be  required 
to  be  withheld  under  paragraph  (a)  and 
(b)  (or.  at  the  purchaser’s  option, 
paragraphs  (a),  (b),  and  (c))  of  this 
section  if  those  paragraphs  were  in 
effect. 

The  purchaser  may  choose  from  among 
the  above  options  with  respect  to  each 
payment  to  which  this  paragraph 
applies. 

(e)  Extent  of  purchaser’s  liability. 
Every  purchaser  required  to  deduct  and 
withhold  tax  under  this  section  is  liable 
for  the  tax  required  to  be  withheld, 
whether  or  not  it  is  actually  withheld  by 
the  purchaser.  However,  in  no  event 
shall  the  purchaser’s  liability  for  the  tax 
required  to  be  withheld  exceed  the 
producer’s  liability  for  the  tax  imposed 
by  section  4986  (including  the 
application  of  the  net  income  limitation 
provided  in  section  4988(b)  if  all  the 
data  necessary  for  computing  that 
limitation  are  available)  with  respect  to 
oil  sold  to  that  purchaser,  and  the 
purchaser’s  liability  shall  abate  to  the 
extent  tliat  the  producer’s  liability  for 
the  tax  is  paid  (including  payments  by 
the  producer  or  by  the  purchaser 
through  adjustments  in  amounts  later 
withheld).  See  paragraph  (c)  relating  to 
adjustments  in  withholding.  The 
producer  from  whom  the  correct  amount 
was  not  withheld  shall  be  liable  to  any 
purchaser  for  the  amount  of  the 
producer’s  tax  liability  paid  by  the 
purchaser  pursuant  to  this  paragraph. 

The  purchaser  is  relieved  of  liability  to 
any  other  person  for  the  amount  of  any 
tax  withheld  pursuant  to  this  section 
and  paid  to  the  Internal  Revenue  Service 
or  deposited  with  a  duly  designated 
depositary  of  the  United  States.  See 

§  150.4995-3  relating  to  depositary 
requirements. 

(f)  Effective  date.  The  rules  of 
paragraphs  (a),  (b),  and  (c)  of  this 
section  are  effective  with  respect  to 
payments  made  after  June  3, 1980,  for  oil 
removed  on  or  after  March  1, 1980. 
However,  for  purposes  of  applying 
paragraph  (c)  to  payments  described  in 
the  preceding  sentence,  payments  made 
before  June  4, 1980,  for  oil  removed  on  or 
after  March  1, 1980,  shall  be  treated  as  if 
paragraphs  (a)  and  (b)  applied  to  them. 
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§  150.4995-2  Producer’s  certificate. 

(a)  In  general.  The  producer  of 
"exempt  Indian  oil”,  as  defined  in 
section  4994  (d),  or  the  holder  of  any 
interest  in  crude  oil  that  is  a  "qualified 
governmental  interest”  as  defined  in 
section  4994(a)  or  is  a  "qualified 
charitable  interest”  as  defined  in  section 
4994(b],  may  furnish  an  exemption 
certificate  with  respect  to  such  oil  to  the 
purchaser  of  the  oil  or  to  the  operator  of 
the  property  firom  which  the  oil  is 
produced  (or,  if  the  producer  is  a 
partner,  to  the  partnership  (see 
paragraph  (e)  of  this  section)),  in 
accordance  with  the  rules  of  paragraph 

(b)  of  this  section.  Any  producer  of 
"independent  producer  oil”,  as  defined 
in  section  4992,  may  furnish  a  certificate 
with  respect  to  such  oil  to  the  purchaser 
of  the  oil  or  to  the  operator  of  the 
property  fi'om  which  the  oil  is  produced 
(or,  if  the  producer  is  a  partner,  to  the 
partnership  (see  paragraph  (e)  of  this 
section )),  in  accordance  with  the  rules 
of  paragraph  (c)  of  this  section.  Any 
certificate  provided  under  this  section 
must  set  forth  the  facts  that  establish 
entitlement  to  the  exemption  or  lower 
rates  claimed.  The  certificate  (or  any 
revocation  of  a  certificate)  shall  identify 
the  producer  by  name,  address,  and 
employer  identification  (or  social 
security)  niunber  and  shall  be  signed  by 
the  producer  (under  the  penalties  of 
perjury  except  in  the  case  of  a 
revocation).  For  the  requirement  that  the 
operator  of  a  property  who  has  received 
such  a  certificate  furnish  a  copy  of  the 
certificate,  or  certify  as  to  its  contents, 
to  each  purchaser  of  oil  from  that 
property,  see  §  150.6050C-l(f).  For  the 
effect  of  the  furnishing  of  such  a 
certificate  see  §  150.4995-1  (b)  (3) 

(relating  to  the  withholding 
requirement).  For  the  criminal  penalty 
applicable  to  the  furnishing  of  a  false 
statement,  see  section  7206. 

(b)  Exemption  certificate.  For 
purposes  of  this  section,  an  exemption 
certificate  is  a  written  statement 
certifying  that  the  producer's  oil  is 
exempt  from  the  tax  imposed  by  section 
4986  because  the  oil  constitutes  exempt 
Indian  oil  or  the  oil  is  from  a  qualified 
governmental  interest  or  a  qualified 
charitable  interest.  Any  producer  who 
furnishes  an  exemption  certificate  to  an 
operator,  purchaser,  or  partnership  shall 
also  file  an  exemption  certificate  with 
the  Internal  Revenue  Service  Center  for 
the  region  with  which  the  producer’s 
income  tax  return  is  filed.  Only  one  such 
certificate  need  be  filed  even  ^ough  the 
producer  may  furnish  certificates  to 
more  than  one  operator  or  purchaser. 

(c)  Independent  proucer’s  certificate. 
An  independent  producer’s  certificate  is 


a  written  statement  certifying  that  the 
entire  amoimt  of  the  producer’s  oil 
expected  to  be  sold  to  the  purchaser  is 
subject  to  the  rates  of  tax  provided  in 
section  4987(b)(2)  because  the  oil 
constitutes  “independent  producer  oil” 
as  defined  in  section  4992.  No  certificate 
may  be  furnished  with  respect  to  oil  if  it 
is  reasonable  to  believe  that  the  number 
of  barrels  to  be  affected  by  the 
certificate,  taken  together  with  all  other 
oil  with  respect  to  which  a  certificate 
has  been  furnished  by  the  producer  to 
any  operator,  purchaser,  or  partnership, 
will  exceed  the  producer’s  independent 
producer  amount  (see  section  4992  (c) 
and  (e)). 

(d)  Revocation  of  certificate.  If  the 
producer  has  furnished  a  certificate  with 
respect  to  oil,  and  the  producer 
subsequently  discovers  that  the  oil  is 
not,  or  has  ceased  to  be,  eligible  for 
certification  under  the  rules  of 
paragraphs  (a)  through  (c)  of  this 
section,  the  producer  shall  furnish  notice 
within  10  days  to  the  person  to  whom 
the  certificate  was  fiunished  that  the 
certificate  is  revoked. 

(e)  Partnerships.  If  payment  for  oil 
sold  by  a  partnership  is  to  be  made  to 
the  partnership  rather  than  to  each 
partner  individually,  any  certifications 
permitted  by  this  section  shall  be 
furnished  by  the  partnership.  Each 
certification  shall  state  the  percentage  of 
the  oil  that  is  certified  as  exempt  from 
tax  or  subject  to  a  lower  rate  of  tax.  The 
partnership  certification  may  certify  oil 
as  exempt  from  tax  or  subject  to  a  lower 
rate  of  tax  only  to  the  extent  that  the 
partnership  has  received  certifications 
from  its  partners.  Any  partnership 
furnishing  a  certification  shall  retain  in 
its  records,  for  so  long  as  material  in  the 
administration  of  any  internal  revenue 
law,  each  certification  from  a  partner 
that  was  used  as  the  basis  for  the 
certification  furnished  by  the 
partnership  imder  this  section. 

(f)  Substitution  of  operator  for 
purchaser.  If  a  purchaser  of  crude  oil 
and  the  operator  of  the  property  from 
which  the  crude  oil  is  produced  make 
the  election  described  in  §  150.4995-4, 
the  purchaser  shall  forward  to  the 
operator,  at  the  time  of  the  election,  any 
exemption  certificate  or  any  notice  of 
revocation  previously  received  by  the 
purchaser.  The  purchaser  shall 
immediately  forward  to  the  operator  any 
exemption  certificate  or  any  notice  of 
revocation  received  after  the  election. 
The  operator  shall  treat  any  exemption 
certificate  or  any  notice  of  revocation 
forwarded  by  a  purchaser  as  an 
exemption  certificate  or  notice  of 
revocation  from  the  producer. 


§  150.4995-3  Depositary  requirements. 

(a)  Deposits  by  integrated  oil 
companies  other  than  independent 
refiners — (1)  In  general.  Every 
integrated  oil  company  (as  defined  in 
S  150.4996-1  (g))  other  than  an 
independent  re^er  (as  defined  in 
S  150.4996-1  (h))  that  is  either  liable  as  a 
producer  for  the  tax  imposed  by  section 
4986  or  is  required  as  a  purchaser  to 
deduct  and  withhold  tax  pursuant  to 
§  150.4995-1  shall  make  deposits  with 
respect  to  semimonthly  periods  (as 
defined  in  subparagraph  (3)(i)  of  this 
paragraph).  The  amoimt  to  be  deposited 
for  each  semimonthly  period  is  the 
amount  of  tax  imposed  by  section  4986 
on  oil  removed  from  the  premises  during 
that  semimonthly  period  for  which  the 
company  is  liable  as  a  producer,  plus 
the  amount  required  to  be  withheld  by 
the  company  as  a  purchaser  pursuant  to 
§  150.4995-1  from  payments  that  have 
been  or  will  be  made  for  oil  removed 
from  the  premises  during  that 
semimonthly  period.  The  deposits  shall 
be  made  on  or  before  the  depositary 
date  (as  defined  in  subparagraph  (3)(ii) 
of  this  paragraph)  for  the  semimonthly 
period  in  which  the  oil  was  removed. 
These  depositary  requirements  will  be 
considered  to  have  been  met  for  a 
semimonthly  period  with  respect  to 
estimated  deposits  only  if — 

(i) (A)  The  company’s  deposit  for  such 
semimonthly  period  is  not  less  than  90 
percent  of  the  total  amount  otherwise 
required  by  this  section  to  be  deposited 
by  it  for  such  period,  and  (B)  if  such 
period  occurs  in  a  month  other  than  the 
last  month  in  a  taxable  period,  it 
deposits  any  underpayment  for  such 
month  by  the  9th  day  of  the  second 
month  following  such  month;  or 

(ii) (A)  Its  deposit  for  each 
semimonthly  period  in  the  month  is  not 
less  than  45  percent  of  the  total  amount 
otherwise  required  by  this  section  to  be 
deposited  by  it  for  the  month,  and  (B)  if 
such  month  is  other  than  the  last  month 
in  a  taxable  period,  it  deposits  any 
underpayment  for  such  month  by  the  9th 
day  of  the  second  month  following  such 
month;  or 

(iii)  (A)  Its  deposit  for  each  semi¬ 
monthly  period  in  the  month  is  not  less 
than  50  percent  of  the  total  amount 
required  by  this  section  to  be  deposited 
by  it  for  the  second  preceding  calendar 
month  (determined  without  regard  to 
subdivisions  (i)  through  (iv)  of  this 
subparagraph),  and  (B)  if  such  month  is 
other  than  the  last  month  in  a  calendar 
quarter,  it  deposits  any  underpayment 
for  such  month  by  the  9th  day  of  the 
second  month  following  such  month;  or 

(iv)  (A)  The  requirements  of  (i)  (A),  (ii) 
(A),  or  (iii)  (A)  are  satisfied  for  the  first 
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semimonthly  period  of  a  calendar 
month,  and  (B)  the  company’s  deposit 
for  the  second  semimonthly  period  of 
that  calendar  month  is,  when  added  to 
the  deposit  for  the  first  semimonthly 
period,  not  less  than  90  percent  of  the 
total  amoimt  otherwise  required  by  this 
section  to  be  deposited  by  it  for  that 
month,  and  (C)  if  such  period  occurs  in  a 
month  other  than  the  last  month  in  a 
calendar  quarter,  the  company  deposits 
any  imderpayment  for  sudi  month  by 
the  9th  day  of  the  second  month 
following  such  month. 

However,  subdivisions  (ii)  and  (iii)  of 
this  subparagraph  shall  not  apply  to  any 
company  that  normally  incurs  in  the  first 
semimonthly  period  in  each  month  more 
than  75  percent  of  its  total  liability  for 
deposit  for  the  month  (determined 
without  regard  to  subdivisions  (i) 
through  (iv)]. 

(2)  Special  requirement.  If  the 
aggregate  amount  of  deposit  liability  for 
a  taxable  period  (determined  without 
regard  to  subdivisions  (i)  through  (iv)  of 
subparagraph  (1)  of  this  paragraph) 
exceeds  the  total  amoimt  deposited  by 
the  company  pursuant  to  subparagraph 
(1)  of  this  paragraph  for  such  taxable 
period,  then  the  company  shall,  on  or 
before  the  last  day  of  the  first  month 
following  the  close  of  the  taxable  period, 
deposit  an  amount  equal  to  the  amount 
by  which  the  deposit  liability  exceeds 
the  total  deposits  made  pursuant  to 
subparagraph  (1)  of  this  paragraph  for 
the  taxable  period. 

(3)  Definitions.  For  purposes  of  this 
part — 

(i)  Semimonthly  period.  A 
“semimonthly  period”  means  the  first  15 
days  of  a  calendar  month  or  the  portion 
of  a  calendar  month  following  the  15th 
day  of  such  month. 

(ii)  Depositary  date.  The  depositary 
date  for  deposits  for  semimonthly 
periods  is  the  9th  day  of  the 
semimonthly  period  following  the 
semimonthly  period  in  which  the  oil  was 
removed. 

(4)  Special  rule  for  oil  removed  prior 
to  April  4, 1980.  For  purposes  of  this 
paragraph,  oil  removed  after  February 
29, 1980,  and  before  April  4, 1980  shall 
be  considered  to  have  been  removed  on 
April  4, 1980. 

(b)  Independent  refiners  purchasing 
oil  pursuant  to  a  delayed  payment 
contract.  Purchasers  that  are 
independent  refiners  (as  defined  in 
S  150.4996-l(h))  shall  make  deposits  for 
each  calendar  month  in  accordance  with 
the  rules  of  paragraph  (c)  of  this  section 
except  in  the  case  of  oil  purchased 
under  a  contract  therefor  under  which 
no  payment  is  required  to  be  made  by 
the  purchaser  before  the  46th  day  after 


the  close  of  the  month  in  which  the  oil  is 
purchased.  In  the  case  of  oil  purchased 
under  such  a  contract,  the  deposits  shall 
be  made  for  each  calendar  month  not 
later  than  the  last  day  of  the  second 
month  which  begins  after  the  month  in 
which  the  oil  was  removed.  The  amount 
to  be  deposited  for  each  month  is  the 
amount  required  to  be  withheld 
pursuant  to  $  150.4995>1  fi*om  payments 
that  have  been  or  will  be  made  for  oil 
removed  during  that  month. 

(c)  Deposits  by  other  purchasers. 
Except  as  provided  in  paragraph  (a)  or 
(b)  of  this  section,  purchasers  shall 
make  deposits  for  each  calendar  month 
not  later  than  45  days  after  the  close  of 
that  month.  The  amount  to  be  deposited 
for  each  month  is  the  amount  required  to 
be  withheld  pmsuant  to  8  150.4995-1 
from  payments  that  have  been  or  will  be 
made  for  oil  removed  from  the  premises 
during  that  month. 

(d)  Special  rule  for  determining 
operator’s  status.  See  section 
4995(a)(7)(A)(ii)  for  a  special  rule  for 
determining  the  status  of  the  operator 
when  the  election  provided  by 

§  150.4995-4  is  made. 

(e)  Payments  by  producers  to  correct 
underwithholding.  If  the  amount  of  tax 
withheld  fi'om  a  producer  for  a  calendar 
year  is  less  than  the  total  liability  of  the 
producer  for  the  tax  imposed  by  section 
4986  with  respect  to  oil  removed  during 
the  calendar  year  and  subject  to 
withholding  under  8  150.4995-1,  the 
producer  shall  remit  the  difference  with 
a  timely  return  filed  under  8  150.4997-1 
or  shall,  on  or  before  the  last  day  for 
filing  a  return  under  8  150.4997-1, 
deposit  such  difference. 

(f)  Deposits  by  producers  of  tax  due 
on  oil  not  subject  to  withholding.  (1)  In 
general.  Except  as  provided  in 
paragraph  (a)  (relating  to  certain 
integrated  oil  companies),  every 
producer  shall  deposit  for  each  calendar 
month  the  tax  imposed  by  section  4986 
on  the  removal  in  that  month  of  oil  that 
is  not  subject  to  withholding  under 

8  150.4995-1.  The  deposits  shall  be  made 
not  later  than  45  days  after  the  close  of 
the  month  in  which  the  oil  was  removed 
(or  deemed  removed  under  section 
4988(c)(4))  from  the  premises.  These 
deposit  requirements  will  be  considered 
to  have  been  met  for  a  month  with 
respect  to  estimated  deposits  only  if — 

(i)(A)  The  producer’s  aggregate 
deposit  liability  under  this  subparagraph 
(1)  for  the  three  months  of  a  taxable 
period  is  less  than  $100  and  (B)  the 
producer  deposits  the  amount  of  tax 
owed  on  or  before  the  last  day  for  filing 
the  return  required  by  8  150.4997-1  for 
that  taxable  period  or  remits  the  tax 
owed  with  that  return;  or 


(ii) (A)  The  producer’s  deposit  for  the 
month  is  not  less  than  90  percent  of  the 
total  amount  otherwise  required  by  this 
section  to  be  deposited  by  it  for  the 
month,  and  (B)  Ae  producer  complies 
with  the  requirements  of  subparagraph 
(2)  of  this  paragraph;  or 

(iii) (A)  The  producer’s  deposit  for 
each  month  of  the  taxable  period.is  not 
less  than  30  percent  of  the  total  amount 
otherwise  required  by  this  section  to  be 
deposited  by  it  for  the  three  months  of 
the  taxable  period,  and  (B)  the  producer 
complies  with  the  requirements  of 
subparagraph  (2)  of  this  paragraph;  or 

(iv) (A)  The  producer’s  deposit  for  the 
mon^  is  not  less  than  100  percent  of  the 
amount  required  by  this  section  to  be 
deposited  by  it  for  the  third  preceding 
month  (determined  without  regard  to 
subdivisions  (i)  through  (iv)),  and  (B)  the 
producer  complies  with  the 
requirements  of  subparagraph  (2)  of  this 
paragraph. 

However,  subdivisions  (iii)  and  (iv)  of 
this  subparagraph  shall  not  apply  to  any 
producer  that  normally  incurs  in  the  first 
month  in  each  taxable  period  more  than 
45  percent  of  its  total  liability  for  deposit 
for  the  taxable  period  (determined 
without  regard  to  subdivision  (ii) 
through  (iv)). 

(2)  Special  requirement.  If  the  total 
liability  for  the  tax  imposed  by  section 
4986  for  a  taxable  period  exceeds  the 
total  amount  deposited  by  the  producer 
pursuant  to  subparagraph  (1)  of  this 
paragraph  for  such  taxable  period,  then 
the  producer  shall  deposit  the  difference 
not  later  than  45  days  after  the  close  of 
the  last  month  in  the  taxable  period. 

(g)  Government  depositaries.  Deposits 
required  by  this  section  shall  be  made 
with  a  Federal  Reserve  bank  or,  at  the 
depositor’s  election,  with  an  authorized 
financial  institution.  See  paragraph 

(h)(2)  of  this  section. 

(h)  Depositary  forms — (1)  In  general. 

A  person  may  make  one,  or  more  than 
one,  remittance  of  the  amount  required 
to  be  deposited.  However,  a  deposit  for 
one  taxable  period  shall  be  made 
separately  from  any  deposit  for  another 
taxable  period. 

(2)  Tax  deposit  forms.  Each 
remittance  of  amounts  required  to  be 
deposited  by  this  section  shall  be 
accompanied  by  an  FTD  (Federal  Tax 
Deposit,  Excise  Taxes)  Form  (Form  504). 
Such  form  shall  be  prepared  in 
accordance  with  the  instructions 
applicable  thereto.  The  remittance, 
together  with  FTD  Form  504,  shall  be 
forwarded  to  a  Federal  Reserve  bank  or, 
at  the  election  of  the  person  remitting 
the  tax,  to  a  financial  institution 
authorized  in  accordance  with  Treasury 
Department  Circular  No.  1079,  31  CFR 
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Part  214,  to  accept  remittances  of  the 
taxes  for  transmission  to  a  Federal 
Reserve  bank.  The  timeliness  of  the 
deposit  will  be  determined  by  the  date 
the  deposit  is  received  (or  is  deemed 
received  under  section  7502(e)]  by  a 
Federal  Reserve  bank  or  by  the 
authorized  financial  institution, 
whichever  is  earlier.  Each  person 
making  deposits  pursuant  to  this  section 
shall  report  on  the  return  for  the  period 
with  respect  to  which  such  deposits  are 
made  information  regarding  such 
deposits  in  accordance  with  the 
instructions  applicable  to  such  rehun. 

(3)  Procurement  of  prescribed  forme. 
Copies  of  the  applicable  deposit  forms 
will  so  far  as  possible  be  furnished  to 
purchasers  and  producers.  Such  a 
person  will  not  be  excused  from  making 
a  deposit,  however,  by  the  fact  that  no 
form  has  been  furnished  to  it.  A  person 
not  supplied  with  the  proper  form  should 
make  application  therefor  in  ample  time 
to  make  the  required  deposits  within  the 
time  prescribed.  A  person  may  secure 
the  forms  or  additional  forms  by 
applying  therefor  and  supplying  its 
name,  identification  number,  address, 
and  the  taxable  period  to  which  the 
deposits  will  relate.  The  address  of  the 
person  as  entered  on  such  form  should 
be  the  address  to  which  the  receipt 
should  be  returned  following  validation 
by  the  Federal  Reserve  bank.  Copies  of 
FTD  Form  504  may  be  secured  by 
application  to  a  director  of  an  Internal 
Revenue  Service  Center. 

§  150.4995-4  Election  Of  purchaser  and 
operator  to  have  operator  withhold,  deposit 
tax,  etc. 

(a)  General  rule.  Pursuant  to  section 
4995(a)(7)(B),  it  has  been  determined 
that  the  substitution  of  the  operator  for 
the  purchaser  will  make  the 
administration  of  the  windfall  profit  tax 
more  practicable  only  when  the  operator 
is  otherwise  required  by  S  150.4995-3  to 
make  deposits  as  a  purchaser  of  oil 
produced  from  a  different  oil  reservoir. 
Consequently,  a  purported  election 
pursuant  to  section  4995(a)(7)  is  invalid 
except  in  that  circumstance.  In  the 
allowed  case,  the  operator  of  the 
property  and  a  pur^aser  of  crude  oil 
produced  from  that  property  may  make 
a  joint  election  under  tUs  section  with 
respect  to  oil  produced  from  the  entire 
property  or  any  portion  thereof.  While 
the  election  is  in  effect,  all  the 
requirements  otherwise  imposed  upon 
the  purchaser  by  chapter  45  or  subtitle  F 
of  the  Code  or  by  this  part  are  imposed 
upon  the  operator.  The  purchaser  shall 
not  be  held  responsible  for  failing  to 
meet  those  requirements.  Hie  operator 
shall  promptly  notify  all  producers  of  oil 
from  that  property  (or  portion)  that  a 


joint  election  has  been  made  and  that  all 
information  otherwise  required  to  be 
sent  to  the  purchaser  should  be  sent  to 
the  operator.  If  the  operator  makes 
payment  for  oil  produced  from  the 
property  to  a  partnership  rather  than 
directly  to  the  producers,  the  notice 
shall  be  sent  to  the  partnership.  The 
operator  and  the  purchaser  must  agree 
to  transfer  to  the  operator  responsibility 
for  meeting  all  the  requirements 
otherwise  imposed  upon  the  purchaser 
in  order  for  the  agreement  to  constitute 
an  effective  election. 

(b)  Method  of  making  election: 
termination  of  election.  The  joint 
election  shall  be  made  by  the  execution 
of  a  dociunent,  signed  and  dated  by  both 
the  purchaser  and  operator,  that  states 
that  both  parties  have  agreed  that  the 
operator  of  the  property  shall  be 
responsible  for  all  the  requirements 
otherwise  imposed  upon  the  purchaser 
by  chapter  45  (or  related  provisions  of 
subtitle  F)  of  the  Code  or  by  this  part. 
The  purchaser  and  operator  shall,  within 
10  days  of  the  execution  of  the 
document,  each  forward  a  copy  of  the 
document  to  the  Internal  Revenue 
Service  Center  for  the  region  with  which 
it  fries  its  income  tax  return.  The 
election  shall  remain  in  effect  from  the 
date  of  its  execution  (or  later  effective 
date  specifred  in  the  election  dociunent) 
until  either  of  the  parties  executes  a 
document,  signed,  dated,  and  delivered 
to  the  other  party,  that  declares  that  the 
joint  election  is  to  be  terminated.  The 
termination  shall  not  take  effect  for  at 
least  60  days  after  the  execution  of  the 
termination  document  unless  both  the 
operator  and  the  purchaser  agree  on  an 
earlier  effective  date.  The  party 
executing  the  termination  document 
shall  promptly  notify  all  producers  of  oil 
from  that  property  of  the  termination 
and  the  resulting  changes  in 
responsibilities  and  shall,  within  10  days 
of  executing  the  termination  document, 
forward  a  copy  to  the  Internal  Revenue 
Service  Center  for  the  region  with  which 
its  income  tax  return  is  fried.  The  party 
receiving  the  termination  document 
shall,  within  10  days  of  receipt,  forward 
a  copy  to  the  Internal  Revenue  Service 
Center  for  the  region  with  which  its 
income  tax  return  is  fried.  Both  the 
purchaser  and  operator  shall  retain  in 
their  records,  for  so  long  as  they  may  be 
material  in  the  administration  of  any 
internal  revenue  law.  a  copy  of  the  joint 
election  and  any  subsequent 
termination. 

8150.4996-1  Definitions. 

For  purposes  of  this  part  and  chapter 
45  of  the  Code — 

(a)  Purchaser.  The  term  “purchaser" 
includes  only  the  first  person  (as  defrned 


in  section  7701(a)(1))  purchasing* 
domestic  crude  oil. 

(b)  Producer.  The  term  “producer” 
means  the  holder  of  the  economic 
interest  with  respect  to  the  crude  oil  in 
place  in  the  ground.  However,  in  the 
case  of  a  partnership,  the  partnership’s 
economic  interest  in  the  oil  shall  be 
allocated  among  the  partners  on  the 
basis  of  each  partner’s  proportionate 
share  of  the  partnership’s  income  from 
the  crude  oil,  and  the  partner  to  whom 
the  oil  is  allocated  shall  be  treated  as 
the  producer  of  the  oil.  In  the  case  of  a 
trust  or  estate,  the  entity  is  the  producer 
rather  than  the  benefrciaries. 

(c)  Operator.  The  term  “operator” 
means  the  person  that  holds  an 
operating  mineral  interest  in  the 
property  and  bears  more  of  the 
responsibility  for  the  management  and 
operation  of  crude  oil  production  from 
the  property  than  any  other  holder  of 
such  an  interest.  In  the  case  of  a 
business  entity,  the  operator  is  the  entity 
and  not  its  employee  or  owner. 

However,  under  section  4996(a)(2)(B), 
another  person  may  be  designated  as 
the  operator,  provided  that  the  district 
director  for  the  district  in  which  the 
property  is  located  issues  a  written 
statement  that  the  district  director  is 
satisfed  that  the  designation  does  not 
jeopardize  the  collection  of  the  tax  and 
related  interests  of  the  Federal 
Government.  Such  a  designation  must 
be  made  in  writing  and  signed  by  all 
persons  holding  operating  mineral 
interests  in  the  property. 

(d)  Removed  from  the  premises: 
deemed  removed.  Oil  is  removed  from 
the  premises  when  the  oil  is  physically 
transported  off  the  premises.  The  term 
“premises”  means  “a  tract  or  parcel  of 
land"  as  that  term  is  defrned  in 
paragraph  (a)(3)  of  8  1.614-1.  Except  as 
otherwise  provided  in  this  paragraph,  if 
oil  is  used  on  the  premises  or  if  the 
manufacture  or  conversion  of  crude  oil 
into  refrned  products  begins  on  the 
premises,  the  oil  shall  be  treated  as 
removed  on  the  day  the  use. 
manufacture  or  conversion,  begins. 
However  oil  that  is  produced  and  then 
reinjected  into  the  reservoir  or  used  on 
the  same  tract  or  parcel  of  land  to  power 
a  production  process  or  production 
equipment  is  not  removed  from  the 
premises  so  long  as  the  oil  is  at  no  time 
transported  off  the  tract  or  parcel  of 
land  from  which  it  was  produced. 
Furthermore,  oil  used  to  power  a 
production  process  or  production 
equipment  will  not  be  considered 
removed  from  the  premises  if  it  is 
transported  from  one  tract  or  parcel  of 
land  to  a  contiguous  tract  or  parcel  of 
land,  provided  that  100  percent  of  the 
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economic  interest  in  the  oil  produced 
from  both  tracts  or  parcels  of  land  is 
held  by  the  same.persons. 

(e)  Taxable  period.  The  term  “taxable 
period”  means  March  1980  and  each 
calendar  quarter  beginning  after  March 
1980. 

(f)  Energy  regulations.  The  term 
“energy  regulations”  means  regulations 
prescribed  under  section  4(a]  of  the 
Emergency  Petroleum  Allocation  Act  of 
1973  (15  U.S.C.  753(a))  as  amended 
(crude  oil  price  control  regulations).  See 
section  4996(b)(8). 

(g)  Integrated  oil  company.  The  term 
“integrated  oil  company”  means  a 
taxpayer  that  both  produces  oil  and  is 
either  a  “retailer”  or  a  “refiner”. 

(1)  Retailer.  The  term  “retailer"  means 
any  taxpayer  described  in  section 
613A(d)(2),  i.e.,  one  who  directly,  or 
through  a  related  person,  sells  oil  or 
natural  gas  (excluding  bulk  sales  to 
commercial  or  industrial  users)  or  any 
product  derived  from  oil  or  natural 
gas— 

(1)  Through  any  retail  outlet  operated 
by  the  taxpayer  or  a  related  person,  or 

(ii)  To  any  entity — 

(A)  Obligated  under  an  agreement  or 
contract  with  the  taxpayer  or  related 
person  to  use  a  trademark,  trade  name, 
or  service  mark  or  name  owned  by  such 
taxpayer  or  related  person,  in  marketing 
or  distributing  oil  or  natural  gas  or  any 
product  derived  from  oil  or  natural  gas, 
or 

(B)  Given  authority,  pursuant  to  an 
agreement  or  contract  with  the  person  or 
related  person,  to  occupy  any  retail 
outlet  owned,  leased,  or  in  any  way 
controlled  by  the  taxpayer  or  related 
person. 

However,  notwithstanding  the  preceding 
sentence,  this  subparagraph  shall  not 
apply  in  any  case  where  the  combined 
gross  receipts  from  the  sale  of  such  oil, 
natural  gas,  or  any  product  derived 
therefrom,  for  the  taxable  period  of  all 
retail  outlets  taken  into  account  for 
purposes  of  this  subparagraph  do  not 
exceed  $1,250,000.  For  purposes  of  this 
subparagraph,  sales  of  oil,  natural  gas, 
or  any  product  derived  from  oil  or 
natural  gas  shall  not  include  sales,  made 
of  such  items  outside  the  United  States, 
if  no  domestic  production  of  the  person 
or  a  related  person  is  exported  during 
the  calendar  year  or  immediately 
preceding  calendar  year. 

(2)  Refiner.  The  term  “refiner"  means 
any  taxpayer  described  in  section  613A 
(d)  (4),  i.e.,  one  who  is  engaged  in  the 
refining  of  crude  oil  or  is  related  to  a 
person  so  engaged,  provided  that  on  any  - 
day  during  the  taxable  period  the 
refinery  runs  of  the  person  and  any 
related  person  exceed  50,000  barrels. 


For  purposes  of  this  paragraph,  the  term 
“related  person”  has  the  same  meaning 
as  in  section  613A  (d)  (2)  and  (4). 

(h)  Independent  refiner.  The  term 
"independent  refiner”  means  a  refiner 
who 

(1)  Obtained,  directly  or  indirectly,  in 
the  second  preceding  calendar  quarter, 
more  than  70  percent  of  his  refinery 
input  of  domestic  crude  oil  (or  70 
percent  of  his  refinery  input  of  domestic 
and  imported  crude  oil)  from  producers 
who  do  not  control,  are  not  controlled 
by,  and  are  not  under  common  control 
with  such  refiner,  and 

(2)  Marketed  or  distributed  in  such 
quarter  and  continues  to  market  or 
distribute  a  substantial  volume  of 
gasoline  refined  by  him  through  branded 
independent  marketers  or  nonbranded 
independent  marketers.  The  term 
“branded  independent  marketer”  means 
a  person  who  is  engaged  in  the 
marketing  or  distributing  of  refined 
petroleum  products  pursuant  to — 

(i)  An  agreement  or  contract  with  a 
refiner  (or  a  person  who  controls,  is 
controlled  by,  or  is  under  common 
control  with  siich  refiner)  to  use  a 
trademark,  trade  name,  service  mark,  or 
other  identifying  symbol  or  name  owned 
by  such  refiner  (or  any  such  person),  or 

(ii)  An  agreement  or  contract  under 
which  any  such  person  engaged  in  the 
marketing  or  distributing  of  refined 
petroleum  products  is  granted  authority 
to  occupy  premises  owned,  leased,  or  in 
any  way  controlled  by  a  refiner  (or 
person  who  controls,  is  controlled  by,  or 
is  under  common  control  with  such 
refiner), 

but  who  is  not  affiliated  with,  controlled 
by,  or  under  common  control  with,  any 
refiner  (other  than  by  means  of  a  supply 
contract,  or  an  agreement  or  contract 
described  in  subparagraph  (1)  (i)  or  (ii)) 
and  who  does  not  control  such  refiner. 
The  term  “nonbranded  independent 
marketer”  means  a  person  who  is 
engaged  in  the  marketing  or  distributing 
of  refined  petroleum  products,  but  who 
is  not  a  refiner,  is  not  a  person  who 
controls,  is  controlled  by,  is  imder 
common  control  with,  or  is  affiliated 
with  a  refiner  (other  than  by  means  of  a 
supply  contract),  and  is  not  a  branded 
independent  marketer. 

(i)  Property.  Except  as  otherwise 
provided  in  section  4988  (b)  (relating  to 
the  net  income  limitation  on  windfall 
profit),  the  term  “property”  has  the  same 
meaning  as  that  term  is  given  by  the 
energy  regulations.  See  10  CFR  212.72 

(a);  FEA  Rul.  1977-1, 42  FR  3628  (1977). 

(j)  Other.  See  section  4996  (b)  and  (d) 
for  definitions  of  "crude  oil”,  "barrel”, 
“domestic”,  “United  States”, 

“possession  of  the  United  States”, 


“Indian  tribe”,  and  “Alaskan  oil  from 
Sadlerochit  reservoir”. 

§  150.4996-2  Severance  tax  adjustment. 

(a)  In  general.  The  severance  tax 
adjustment  with  respect  to  any  barrel  of 
crude  oil  is  the  amount  by  which  any 
severance  tax  imposed  with  respect  to 
that  barrel  exceeds  the  severance  tax 
which  would  have  been  imposed  if  the 
barrel  had  been  valued  at  its  adjusted 
base  price. 

(b)  Severance  tax  defined.  For 
purposes  of  this  section,  the  term 
“severance  tax”  means  any  tax  imposed 
by  a  State  (not  including  a  political 
subdivision  of  a  State)  with  respect  to 
the  extraction  of  oil  that  is  determined 
on  the  basis  of  the  gross  value  of  the 
extracted  oil.  The  term  “severance  tax” 
does  not  include  a  tax  levied  on  the 
value  of  reserves  in  the  ground  or  a  tax 
levied  on  the  basis  of  net  proceeds  from 
production.  Furthermore,  a  tax  on  the 
removal  of  crude  oil  from  the  ground 
levied  as  a  fixed  fee  per  barrel  is  not  a 
severance  tax  because  the  amount  of 
that  tax  is  not  determined  by  reference 
to  the  gross  value  of  the  extracted  oil. 

(c)  Limitations — (1)  15  percent 
limitation.  A  severance  tax  shall  not  be 
taken  into  account  to  the  extent  that  the 
total  rate  thereof  exceeds  15  percent. 

(2)  Increases  after  March  31, 1979. 

The  amount  of  a  State’s  severance  tax 
taken  into  account  under  paragraph  (a) 
of  this  section  shall  not  exceed  the 
amount  which  would  have  been 
imposed  under  that  State’s  severance 
tax,  as  in  effect  on  March  31, 1979, 
unless  that  excess  is  attributable  to  an 
increase  in  the  rate  of  the  severance  tax 
(or  to  the  imposition  of  a  severance  tax) 
which  applies  equally  to  all  portions  of 
the  gross  value  of  each  barrel  of  oil 
subject  to  that  tax.  For  purposes  of  this 
subparagraph,  the  conversion  of  a  tax 
levied  at  a  fixed  fee  per  barrel  into  a  tax 
based  on  the  gross  value  of  oil  removed 
constitutes  an  initial  imposition  of  a 
severance  tax. 

§  150.4996-3  Special  rules  for  post-1978 
transfers  of  property. 

(a)  In  general.  The  rules  of  this  section 
apply  for  all  purposes  of  this  part  and 
chapter  45  of  the  Code,  including  the 
application  of  the  June  1979  energy 
regulations  for  purposes  of  this  part  and 
chapter  45  of  the  Code. 

(b)  Classification  of  oil  from  property 
transferred  after  1978.  If  a  portion  of  a 
property  (as  defined  in  paragraph  (i)  of 
§  150.4996-1)  is  transferred  after 
December  31, 1978,  any  crude  oil 
produced  from  any  portion  of  the 
property  constitutes  oil  from  a  stripper 
well  property,  newly  discovered  oil,  or 
heavy  oil  only  if  su^  oil  would  be  so 
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classified  if  there  had  not  been  a 
transfer.  The  term  '‘transfer”  means  any 
sale,  exchange,  lease,  sublease,  gift, 
bequest,  devise,  or  other  disposition 
(induding  a  distribution  by  an  estate,  or 
a  contribution  to  or  distribution  by  a 
corporation,  partnership,  or  trust, 
whether  or  not  a  taxable  event]  of  rights 
(including  rights  less  than  fee  simple) 
with  respect  to  the  property.  Thus,  for 
example,  a  change  in  the  identity  of  the 
holder  of  a  lease,  mineral  rights,  royalty 
rights,  or  fee  simple  ownership  rights 
with  respect  to  a  portion  of  the  property 
is  a  transfer,  even  if  such  change  is  the 
result  of  corporate  reorganization,  gift, 
devise,  or  inheritance. 

§  150.4997-1  Returns  and  recordkeeping. 

(a)  Returns.  Returns  with  respect  to 
win^all  profit  taxes  imposed  by  section 
4966  shall  be  made  as  provided  in  this 
section. 

(1)  Quarterly  return.  A  return  for  each 
taxable  period  (on  Form  720,  with  Form 
6047  attached  thereto,  in  accordance 
with  the  instructions  on  those  forms) 
shall  be  made  by  the  following: 

(1)  Each  purchaser  of  crude  oil 
required  to  deduct  and  withhold  tax 
pursuant  to  S  150.4995-1; 

(ii)  Each  operator  of  a  property  who. 
having  made  an  election  pursuant  to 

S  150.4995-4,  is  required  to  deduct  and 
withhold  tax:  and 

(iii)  Each  producer  of  crude  oil  the  tax 
with  respect  to  which  is  excepted  from 
the  withholding  requirement  by  a 
subparagraph  of  S  150.4995-l(a). 

(2)  Annual  return.  A  retiun  for  each 
calendar  year  shall  be  made  by  each 
producer  of  crude  oil  whose  liability  for 
tax  with  respect  to  oil  that  was  removed 
during  the  four  taxable  periods  of  the 
calendar  year  exceeds  the  amount  of  tax 
withheld  with  respect  to  that  oil. 

See  §  150.6076-1  for  the  rules  relating  to 
the  time  for  filing  the  returns  required  by 
this  section. 

(b)  Recordkeeping  requirements.  Each 
taxpayer  liable  for  tax  under  section 
4966,  each  producer  or  purchaser  of 
domestic  crude  oil,  each  operator  of  a 
property  from  which  domestic  crude  oil 
was  produced,  and  each  partnership  or 
other  person  receiving  information  on 
behalf  of  or  providing  information  to 
producers  under  this  part  shall  keep 
records  of  all  documents,  material,  and 
information  necessary  to  the 
determination  of  the  windfall  profit  tax 
or  that  affect  his  or  her  administrative 
obligations  under  the  Crude  Oil 
Windfall  Profit  Tax  Act  of  1980  or  the 
regulations  in  this  part,  including 
material  furnished  to  other  persons,  as 
well  as  information  received  from  other 
persons.  The  records  shall  be  kept  at  all 
times  available  for  inspection  by 


authorized  internal  revenue  officers  or 
employees,  and  shall  be  retained  so  long 
as  the  contents  thereof  may  become 
material  in  the  administration  of  any 
internal  revenue  law. 

i  150.4997-2  Certain  information  to  be 
furnished  by  purchaser  and  others. 

(a)  In  general.  If  a  purchaser  is  subject 
to  the  rules  for  collection  and  deposit  of 
tax  under  89  150.4996-1  and  150.4995-3 
with  respect  to  any  crude  oil  purchased 
(or  would  be  subject  to  such  rules  in  the 
absence  of  an  exemption  certificate 
given  pursuant  to  9  150.4995-l(b)(3)), 
such  purchaser  shall  furnish  the  monthly 
statement  required  by  paragraph  (b)  of 
this  SfK^on  and  the  yearly  statement 
requO^  by  paragraph  (c)  of  this  section 
to  each  producer  of  the  crude  oil 
purchased,  except  that,  if  payment  for 
the  oil  pmchased  is  made  to  the 
operator  rather  than  to  the  producer  or 
to  a  partnership  rather  than  the 
partners,  the  statements  shall  be 
furnished  to  the  operator  or  the 
partnership,  as  the  case  may  be.  Such 
purchaser  shall  also  file  the  information 
return  required  by  paragraph  (c)  of  this 
section  with  the  Internal  Revenue 
Service  (in  the  case  of  yearly 
statements).  Any  person  who  receives  a 
statement  with  respect  to  oil  of  which 
such  person  is  not  the  producer  shall, 
within  15  days  of  receipt  of  the 
statement,  furnish  to  each  producer  or 
partnership  of  producers  (and  the 
Internal  Revenue  Service  in  the  case  of 

a  yearly  statement]  the  information 
relating  to  that  producer’s  or 
partnership’s  share  of  the  oil  purchased. 

(b)  Monthly  statement — (1)  In  general. 
The  purchaser  shall  furnish  statements 
for  each  calendar  month  showing  the 
total  amount  of  windfall  profit  tax 
withheld  by  the  purchaser  fi-om 
payments  made  to  the  producer, 
operator,  or  partnership  with  respect  to 
oil  removed  during  that  month.  If  the 
purchaser  did  not  withhold  tax  from 
payments  to  that  person  because  of  the 
receipt  of  an  exemption  certificate,  the 
monthly  statement  need  only  state  the 
reason  for  the  absence  of  withholding. 

(2)  Time  for  furnishing  monthly 
statement.  Any  statement  required  to  be 
furnished  by  a  purchaser  under  this 
paragraph  for  any  calendar  month  shall 
be  finished  before  the  first  day  of  the 
second  month  which  begins  after  the 
close  of  the  month  to  wMch  the 
statement  applies. 

(c)  Yearly  statement  of  windfall  profit 
tax  liability  and  windfall  profit  tax 
deduction — (1)  In  general.  For  each 
calendar  year,  the  purchaser  shall 
furnish  statements  and  shall  file 
information  returns  with  the  Internal 
Revenue  Service.  A  separate  statement 


shall  be  furnished  to  and  a  separate 
information  retmm  shall  be  filed  for  each 
producer,  operator,  or  partnership  to 
whom  the  purchaser  made  payments  for 
oil  purchased  during  the  calendar  year. 
Each  statement  and  information  return 
shall  contain  the  following  information 
with  respect  to  oil  for  which  that  person 
received  payment: 

(1)  The  quantity,  removal  price, 
severance  tax  adjustment,  TAPS 
adjustment  (if  any),  adjusted  base  price, 
and  windfall  profit  tax  liability 
(computed  without  regard  to  Ae  net 
income  limitation)  for  oil  in  each  tier 
that  was  removed  during  that  calendar 
year, 

(ii)  The  total  quantity  of  the  taxable 
crude  oil  that  was  removed  diuing  that 
year, 

(iii)  The  total  amount  of  the  windfall 
profit  tax  liability  with  respect  to  the  oil 
incurred  during  Aat  year,  and 

(iv)  The  amount  of  windfall  profit  tax 
withheld  by  the  purchaser  with  respect 
to  the  oil  removed  during  each  month  of 
that  year  and  the  total  tax  withheld  with 
respect  to  oil  removed  during  the  year. 
For  purposes  of  the  preceding  sentence, 
each  category  of  tier  3  oil,  independent 
producer  oil  withheld  upon  at  a  50 
percent  rate,  and  independent  producer 
oil  withheld  upon  at  a  30  percent  rate 
shall  be  treated  as  a  separate  tier.  If  the 
purchaser  did  not  withhold  tax  from 
payments  to  that  person  because  of  the 
receipt  of  an  exemption  certificate,  the 
yearly  statement  and  information  retiun 
shall  state  that  fact  and  shall  set  forth 
the  above  information  clearly  identified 
as  relevant  to  tax  consequences. that 
would  have  ocoirred  had  the  exemption 
certificate  not  been  received. 

(2)  Additional  information  in  the  case 
of  withholding  adjustments.  In  the  case 
of  withholding  adjustments  that  were 
not  completed  during  the  course  of  the 
year  under  paragraph  (c)  of  9  150.4905-1. 
the  purchaser  shall  provide  additional 
information  in  the  yearly  statement  and 
information  return  with  respect  to  the 
person  subject  to  the  adjustment  The 
statement  and  information  return  shall 
set  forth  the  amount  ascertained  to  have 
been  underwithheld  or  overwithheld,  the 
amount  actually  adjusted,  and  the 
amount  remaining  unadjusted.  If  the 
adjustment  was  due  to 
underwithholding,  the  statement  shall 
also  inform  the  recipient  that  the 
producer  is  liable  for  the  amoimt  of  the 
tax  under  section  4986  in  excess  of  the 
amount  of  such  tax  withheld  by  the 
purchaser  and  that  this  information  is 
being  supplied  to  the  Internal  Revenue 
Service.  If  the  withholding  adjustment 
was  due  to  overwithholding,  the 
statement  shall  inform  the  recipient  that 
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the  purchaser  was  unable  to  fully  adjust 
the  overpayment  under  paragraph  (c)  of 
§  150.4995-1  and  that  the  producer  is 
eligible  for  a  credit  or  refund  which  he 
may  claim  in  accordance  with  the  rules 
provided  in  8  150.6402-1. 

(3)  Statement  of  windfall  prof  it  tax 
deduction.  The  statement  and 
information  return  required  by  this 
paragraph  shall  also  set  forth  as  the 
amount  deductible  for  income  tax 
purposes  the  total  amount  of  windfall 
profit  tax  withheld  from  payments  made 
to  the  producer,  operator,  or  partnership 
during  the  calendar  year  without  regard 
to  when  the  oil  was  removed. 

(4)  Prescribed  form.  The  statement 
and  information  return  required  by  this 
paragraph  shall  be  furnished  and  filed 
on  Form  6248.  The  statement  and  return 
shall  also  contain  such  other 
information  as  is  required  by  the  form  or 
its  instructions.  If  the  statement  includes 
the  information  required  by 
subparagraph  (2)  of  this  paragraph,  the 
statement  shall  be  furnished  in 
duplicate.  The  information  rehim  shall 
be  filed  in  the  place  and  in  the  manner 
provided  in  the  instructions  to  Form 
6248. 

(5)  Time  for  furnishing  yearly 
statement  of  windfall  prof  it  tax  liability 
and  filing  yearly  information  returns. 
Each  yearly  statement  required  to  be 
furnished  by  a  purchaser  under  this 
paragraph  for  any  calendar  year  shall  be 
furnished  on  or  before  January  31  of  the 
year  immediately  following  the  calendar 
year  to  which  the  statement  applies,  and 
each  yearly  information  return  required 
to  be  filed  by  a  purchaser  shall  be  filed 
on  or  before  the  due  date  for  the  rehun 
of  tax  imposed  by  section  4986  for  the 
last  taxable  period  of  the  calendar  year. 

(d)  Cross  reference.  For  the 
requirement  that  the  operator  furnish  the 
statements  and  file  the  returns  required 
by  this  section  in  the  event  that  the 
operator  and  purchaser  elect  to  have  the 
operator  deduct  and  withhold  tax,  etc., 
see  8  150.4995-4. 

8 150.6050C-1  Information  furnished  by 
operator  for  purposes  of  windfall  profit  tax. 

(a)  In  general.  The  operator  of  any 
property  from  which  domestic  crude  oil 
is  removed  during  a  calendar  month 
shall  furnish  a  monthly  statement, 
signed  under  the  penalties  of  perjury, 
certifying  the  information  specified  in 
paragraph  (bj  of  this  section  to: 

(1)  The  purchaser  of  the  oil,  if  the 
purchaser  is  required  to  withhold  tax 
from  payments  for  the  oil  pursuant  to 
8  150.4995-1,  or 

(2)  The  producer,  in  any  other  case, 
except  that  if  the  producer  of  oil  is  a 
partner  in  a  partnership,  this  statement 
may  be  furnished  to  the  partnership  if 


the  producer  and  the  partnership  so 
agree.  In  that  case,  the  partnership  shall 
furnish  the  information  to  the  producer 
with  respect  to  that  producer’s  share  of 
the  oil  within  15  days  of  receipt 

(b)  Information  to  be  certified.  In  the 
case  of  exempt  Alaskan  oil  or  exempt 
front-end  oil,  the  statement  shall  certify 
that  the  oil  is  exempt  from  tax.  If  a 
producer  of  the  oil  is  an  integrated  oil 
company,  the  statement  shall  state  the 
portion  of  which  the  integrated  oil 
company  is  the  producer.  In  all 
statements  not  certifying  exemption,  the 
following  information  is  to  be  certified 
in  the  statement  required  under 
paragraph  (a)  of  this  section: 

(1)  The  tier,  for  purposes  of  the  tax 
imposed  by  section  4986,  of  the  oil 
removed  during  the  month  and.  if  the  oil 
is  tier  3  oil,  whether  the  oil  constitutes 
newly  discovered  oil,  heavy  oil.  or 
incremental  tertiary  oil; 

(2)  The  amount  of  the  oil  removed 
and,  if  the  oil  removed  includes  oil  of 
different  tiers  or  categories,  the  amount 
of  oil  removed  of  each  tier  or  category; 

(3)  The  adjusted  base  price  (within  the 
meaning  of  section  4989)  for  each  tier  of 
oil  removed; 

(4)  The  severance  tax  adjustment,  if 
any,  provided  under  section  4996(c)  with 
respect  to  each  tier  of  oil  removed; 

(5)  The  TAPS  adjustment,  if  any, 
provided  under  section  4996(d),  and  the 
average  removal  price  for  the  month,  in 
the  case  of  oil  from  the  Sadlerochit 
Reservoir; 

(6)  'The  property  from  which  the  oil 
was  removed. 

In  the  case  of  a  statement  furnished  to  a 
purchaser,  the  operator  shall  provide  the 
information  with  respect  to  the 
aggregate  amount  of  oil  sold  to  that 
purchaser  removed  during  the  month.  In 
the  case  of  a  statement  furnished  to  a 
producer  or  partnership,  the  operator 
shall  provide  the  information  with 
respect  to  that  person’s  allocable  share 
of  all  oil  removed  from  the  premises 
during  the  month  (including  any  oil 
delivered  in  kind  to  that  producer). 

(c)  Time  and  manner  of  certifying 
information.  The  operator  shall  finish 
the  statement  required  under  paragraph 
(a)  of  this  section  to  the  purchaser  or 
producer,  as  the  case  may  be,  no  later 
than  the  fifteenth  day  of  the  month 
following  the  calendar  month  in  which 
the  oil  was  removed.  However,  the 
statement  with  respect  to  oil  removed 
during  March  1980  shall  be  furnished  no 
later  dian  April  25, 1980. 

(d)  Agreement  between  operator  and 
recipient  of  statement  If  the  purchaser 
or  producer  agrees  in  a  signed  statement 
that  the  operator  shall  be  relieved  of  the 


duty  of  furnishing  to  such  purchaser  or 
producer — 

(1)  The  statement  otherwise  required 
under  paragraph  (a)  of  this  section,  or 

(2)  Some  or  all  of  the  information 
required  under  paragraph  (b)  of  this 
section, 

the  operator  shall  be  relieved  of  such 
duty,  provided  that  the  purchaser  or 
producer  has  the  information  necessary 
to  comply  with  all  of  the  requirements  of 
this  part  without  such  statement  or 
information.  Such  an  agreement  shall 
immediately  cease  to  have  effect  when 
the  operator,  purchaser,  or  producer,  by 
a  written  statement  signed  by  an 
authorized  person,  notifies  the  other 
party  that  it  is  terminating  the 
agreement 

(e)  Special  rule.  If  an  agreement  under 
8  150.4995-4  is  in  effect  between  the 
operator  and  purchaser  imder  which  the 
operator  assumes  the  obligations  of  the 
purchaser,  the  statement  otherwise 
required  by  this  section  is  not  required 
with  respect  to  oil  subject  to 
withholding  pursuant  to  8  150.4995-1. 

(f)  Producer’s  certificate.  If.  pursuant 
to  8  150.4995-2,  the  operator  receives  a 
producer’s  certificate  certifying  a  share 
of  production  to  be  exempt  or  subject  to 
a  lower  rate  of  tax,  the  operator  shall 
either  (1)  furnish  a  copy  of  that 
certificate  to  each  purchaser  of  oil  from 
that  property  by  the  15th  day  of  the 
month  following  the  month  in  which  the 
certificate  was  received,  or  (2)  if 
payment  is  to  be  received  by  the 
operator  on  behalf  of  the  producers, 
furnish  a  certificate  that  summarizes  the 
contents  of  the  producers’  certificates 
and  states  that  the  operator  has 
received  and  has  such  certificates 
available  for  inspection. 

(g)  Penalties.  See  sections  6652(b), 

7206,  and  7241  (relating  to  civil  and 
criminal  penalties). 

8 150.6076-1  Time  for  filing  return  of 
windfall  profit  tax. 

Each  quarterly  return  required  by 
paragraph  (a)(1)  of  8  150.4997-1  shall  be 
filed  not  later  than  the  last  day  of  the 
second  month  following  the  close  of  the 
taxable  period.  Each  annual  return 
required  by  paragraph  (a)(2)  of 
8  150.4997-1  shall  be  filed  not  later  than 
the  last  day  of  the  first  February 
following  &e  close  of  the  calendar  year 
in  which  the  oil  giving  rise  to  the 
underpayment  was  removed. 

8 1 50.6402-1  Credit  or  refund  of 
overpayment  of  windfall  profit  tax. 

(a)  In  general.  Any  producer  who 
pays,  or  is  deemed  to  have  paid  under 
section  4995(a)(4),  to  the  district 
director,  director  of  the  regional  Internal 
Revenue  Service  Center,  or  the  Director 
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of  the  Office  of  International  Operations 
more  than  the  correct  amount  of  the 
crude  oil  windfall  profit  tax  imposed  by 
chapter  45  for  a  taxable  period  may  file 
a  claim  for  refund  of  the  overpayment  or 
may  claim  credit  for  such  overpayment, 
in  die  manner  and  subject  to  the 
conditions  stated  in  this  section  and 
§  301.6402-2  of  this  chapter  (Regulations 
on  Procedure  and  Administration). 

(b)  Overpayments  not  attributable  to 
amounts  deducted  and  withheld — (1)  In 
general.  Except  as  provided  in 
paragraph  (b)  (2)  of  this  section,  in  the 
case  of  any  overpayment  of  tax  imposed 
by  chapter  45  attributable  solely  to  tax 
paid  on  crude  oil  not  subject  to 
withholding,  the  producer  may  file  a 
claim  for  refund  of  the  overpayment  on 
or  after  the  date  for  filing  the  return  of 
such  tax  for  such  taxable  period  under 
section  6076,  or  may  claim  credit  for 
such  overpayment  by  making  an 
adjustment  on  the  return  of  windfall 
profit  tax  for  the  current  or  subsequent 
taxable  periods  in  accordance  with 
Form  720  and  the  instructions  for  such 
adjustments. 

(2)  Net  income  limitation.  A  producer 
who,  due  to  the  application  of  the  net 
income  limitation  on  windfall  profit 
provided  in  section  4988  (b),  has 
overpaid  the  tax  imposed  by  chapter  45 
for  any  taxable  period  shall  not  file  a 
claim  for  credit  or  refund  of  that 
overpayment  imtil  the  income  tax  return 
is  filed  for  the  taxable  year  that  includes 
the  last  day  of  the  taxable  period.  The 
producer  may  file  a  claim  for  refimd  of 
the  overpayment  or  claim  credit  for  the 
overpayment  against  any  liability  for  a 
tax  imposed  by  chapter  1  in  accordance 
with  the  form  and  instructions  provided 
for  that  piupose. 

(c)  Overpayment  attributable  to 
amounts  deducted  and  withheld.  Under 
section  4995(a)(4),  the  producer  of  oil  is 
treated  as  having  paid  any  amount 
withheld  on  the  last  day  of  the  first 
February  after  the  calendar  year  in 
which  the  oil  was  removed  from  the 
premises.  Therefore,  if  the  sum  of  the 
producer's  liability  for  the  tax  imposed 
by  chapter  45  on  oil  subject  to 
withholding  under  §  150.4995-1  for  all 
taxable  periods  of  a  calendar  year  is 
less  than  the  amount  deducted  and 
withheld  from  the  producer  under 

5  150.4995-1  with  respect  to  oil  removed 
during  the  calendar  year,  the  producer 
may  ^e  a  claim  for  credit  or  refund  of 
the  overpayment  after  such  last  day  of 
February,  except  that,  in  the  case  of  an 
overpayment  due  to  the  application  of 
the  net  income  limitation  provided  in 
section  4988(b),  the  claim  for  credit  or 
refund  shall  not  be  filed  until  the  income 
tax  return  is  filed  for  the  taxable  year 


that  includes  the  last  day  of  the  last 
taxable  period  of  such  calendar  year. 
The  producer  may  file  a  claim  for  refund 
of  the  overpayment  or  may  claim  credit 
for  the  overpayment  against  any  liability 
in  respect  to  a  tax  imposed  by  chapter  1 
in  accordance  with  the  form  and 
instructions  provided  for  that  purpose. 
The  producer  shall  attach  to  the  claim  a 
copy  of  all  Forms  6248  furnished  to  the 
producer  pursuant  to  §  150.4997-2. 

(d)  Special  interim  rule  for  exempt 
producers.  If  a  producer  of  any  crude  oil 
fi'om  a  qualified  governmental  interest 
(as  defined  in  section  4994(a))  or 
qualified  charitable  interest  (as  defined 
in  section  4994(b)),  or  a  producer  of 
exempt  Indian  oil  (as  defined  in  section 
4994(d)),  has  had  tax  withheld  from 
payments  made  for  oil  removed  before 
July  1, 1980,  the  producer  may  file  a 
claim  for  refund  on  or  after  July  1, 1980. 
The  claim  shall  be  filed  on  Form  843  and 
shall  have  attached  a  copy  of  each 
monthly  statement  received  pursuant  to 
§  150.4997-2. 

There  is  need  for  the  immediate 
guidance  provided  by  the  provisions 
contained  in  this  Treasury  decision.  For 
this  reason,  it  is  found  impracticable  to 
issue  this  Treasury  decision  with  notice 
and  public  procedure  under  subsection 
(b)  of  section  553  of  title  5  of  the  United 
States  Code  or  subject  to  the  effective 
date  limitation  of  subsection  (d)  of  that 
section. 

This  Treasury  decision  is  issued  under 
the  authority  contained  in  sections  4992, 
4993,  4995,  4996,  4997,  6050C.  6402,  and 
7805  of  title  26  of  the  United  States  Code 
and  section  101(i)(2)  of  the  Crude  Oil 
Windfall  Profit  Tax  Act  of  1980. 

Jerome  Kurtz, 

Commissioner  of  Internal  Revenue. 

Approved:  April  2, 1980. 

Donald  C.  Lubick, 

Assistant  Secretary  of  the  Treasury. 

PH  Doc.  80-10327  Filed  4-2-80;  1:24  pm) 
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DEPARTMENT  OF  THE  TREASURY 
IntemM  Revenue  Service 
26CFRPart51 
[LR-48-60] 

Excise  Tax  Regulations  Under  the 
Crude  OV  Wbidf aN  Profit  Tax  Act  of 
1980;  Crude  Oil  WindfaH  Profit  Tax; 
Proposed  Rulenuiking 

agency:  Internal  Revenue  Service, 
Treasury. 

action:  Proposed  rulemaking  cross- 
reference  to  temporary  regulations. 

summary:  In  the  Rules  and  Regulations 
portion  of  this  Federal  Register,  the 
Internal  Revenue  Service  is  issuing 
temporary  excise  tax  regulations 
relating  to  title  I  of  the  Crude  Oil 
Windfall  Profit  Tax  Act  of  1980.  The  text 
of  those  temporary  regulations  also 
serves  as  the  comment  document  for 
this  proposed  rulemaking. 

DATES:  Written  comments  and  requests 
for  a  public  hearing  must  be  delivered  or 
mailed  by  June  3, 1980. 

ADDRESS:  Send  comments  and  requests 
for  a  public  hearing  to:  Commissioner  of 
Internal  Revenue,  Attention:  CC:LR:T 
(LR-48-80),  Washington,  DC  20224. 

FOR  FURTHER  INFORMATION  CONTACT: 
David  B.  Cubeta  of  the  Legislation  and 
Regulations  Division,  Office  of  the  Chief 
Counsel,  Internal  Revenue  Service,  1111 
Constitution  Avenue,  N.W.,  Washington, 
DC  20224  (Attention:  CC:  LR:T)  (202- 
566-3926  or  3299). 

SUPPLEMENTARY  INFORMATION:  The 
temporary  regulations  in  the  Rules  and 
Regulations  portion  of  this  issue  of  the 
Federal  Register  adds  a  new  part  150  to 
title  26  of  the  Code  of  Federal 
Regulations.  The  final  regulations  which 
are  proposed  to  be  based  on  the 
temporary  regulations  would  amend  26 
CFR  by  adding  a  new  Part  51. 

For  the  text  of  the  temporary 
regulations,  see  FR  Doc.  86-10327  (T.D. 
7690)  published  in  the  Rules  and 
Regulations  portion  of  this  issue  of  the 
Federal  Register. 

Jerome  Kurtz, 

Commissioner  of  Internal  Revenue. 

|FR  Doc.  aO-10328  Filed  4-2-eO;  1:24  pm. 
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